AMERICAN 


* Associ 


‘NOVEMBER 1933: \ 


Ww 


v ‘ 


YW 


Washington 
L The Bdoking Code al 
IL Prospectus —National Financial ntrol 
W<Trust Business under the Code 


é 
PUBLISHED IN TWO SECTIONS + SECTIQN_QNE 


| 


ELLICOTT SQUARE .. . By completely modernizing their elevators and including the 
newest in elevator features, developed and applied exclusively by Westinghouse, the manage- 


ma ment reassures its long established position as the “Finest business address in Buffalo.” 


THE WESTINGHOUSE SAFE-T-RAY .. . Ellicott Square now protects its passengers from fast-moving, 
power-operated doors with this famous ray, which will not permit the doors to close until the passengers and 


their clothing are completely away from the path of the closing doors, a decided advance in elevator safety. 


Every elevator “change over” presents its own problems. Consult Westinghouse engineers. Arrange for a 
survey to be made for your building management to determine the possible savings in maintenance, 


operation and space by modernizing the elevators. A special study is made of each individual building. 


ELEVATORS 


Westinghouse Electric Elevator Company 
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Main office, Emigrant Industrial Savings Bank, New York City 


EMIGRANT INDUSTRIAL SAVINGS BANK 


PAYS HIGH TRIBUTE TO UNIT SYSTEM WITH 
WATIONAL SAVINGS ACCOUNT MACHINES 


This prominent financial institu- 
tion in New York City is another 
which has found from experience 
that National Savings Account Ma- 
chines used in the Unit System are 
unequalled in meeting the intri- 
cate accounting demands of 
modern banking. 

Quicker, more accurate service, 
say officials of the Bank, is one of 
the important advantages offered 
by this new system. Patrpns now 
have balanced Pass Books, printed 
in plain, legible figures. Waiting 
time is reduced. Congestion at 
windows is eliminated. Disputes 
are practically unknown. 


And while giving better service 
to patrons the Bank saves money 
in many ways. Because records are 
made automatically, more trans- 
actions are handled in less time. 
In addition, accuracy and careful- 
ness is encouraged and enforced. So 
there’s less checking and recheck- 
ing. Mistakes, if any, are easily 
traced and responsibility fixed. 

These are some of the reasons 
why the Bank has increased its 
number of accounts by 25%, and 
takes care of them with a smaller 
staff . . . the surplus personnel 
being transferred to new depart- 
ments and new activities. 


But we believe you'll be inter- 
ested in knowing the many other 
advantages of this modern system 
- +. especially how easily it may be 
installed without disrupting your 
normal operation. And may we 
remind you, also, that our line of 
Banking Machines and Systems is 
so diversified and so complete that 
it makes possible important econo- 
mies in your own institution, 
regardless of your requirements? 

Our Special Representative in 
your city will be glad to give you 
the details. And without obligating 
you in any way. The National Cash 
Register Company, Dayton, Ohio. 
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Proving an Old Banking Principle 


In boom times the layman often fails to appreciate 
his banker's insistence upon a long and seasoned 


record for investment. 


But in depression times, the wisdom of this insis- 


tence becomes clear. 


This is the fourth depression through which 


Investors Syndicate has passed. 
Resources have increased every year since 1894. 
Every obligation has been promptly met. 


Total resources, and liquid assets, are the largest 


in the company’s history. 
¥ 
INVESTORS SYNDICATE 


Offices in 51 Principal Cities . . . Representatives Throughout United States and Canada 


AFFILIATED COMPANIES: INVESTORS SYNDICATE TITLE & GUARANTY COMPANY, NEW YORK * INVESTORS SYNDICATE, LTD., MONTREAL 
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“INVESTMENT EXPERT” 


If there’s one lesson to be learned 
from financial events of recent years, 
it’s this: that there is no such person 
as an “investment expert”. Even the 
men closest to the heart of the invest- 
ment situation have found that no 
one man can master more than a 


fraction of the job. 


Yet today, there are banks that still 
expect one official to manage their bond 
account in addition to his regular duties! 


Moody’s Supervisory Service has no 
“investment experts” because there 
are no such persons. But what this 
service can offer your bank—what it 
is giving many banks and other insti- 
tutions today—is the aid of a staff of 
mature, analytical investment coun- 
sellors. This staff runs into the hun- 
dreds. Men who have been watching 
the rails for years. Others who know 
their foreign bonds. Still others with 


65 BROADWAY 


the utilities situation at their finger- 
tips. And so on down the line to the 
personal counsellor who makes it 
his business to know your individual 
needs for liquidity, yield, diversifica- 
tion, and to fashion Moody’s advice 
to fit those needs. 


The banks that subscribe to this 
service have this staff constantly 
working for them, constantly watch- 
ing their portfolios, studying the 
investment situation, helping them to 
grasp opportunities, prevent needless 
losses, put their bond accounts in 
good shape and keep them that way. 
More than that, these bankers, re- 
leased from the unfair burden of 
watching the bond portfolios, can 
spend more time on the note case, 
the mortgage loans, and all the 
responsibilities involved in operating 
a successful bank. 


Why not add your bank to this list? 


Moopy’s INVESTORS SERVICE 


JOHN MOODY, President 


NEW YORK CITY 


shir 


The Condition of BUSINESS 


ESCRIBED in broad terms, the business outlook 
as of mid-October was one of considerable uncer- 
tainty. From its low point, reached in April, in- 

dustrial production rose from approximately 42 per 
cent of normal to 76 per cent by the close of July; but 
its trend was almost as sharply downward in the ensu- 
ing ten weeks, with the result that by the middle of 
October it stood at 59. In other words, it had lost pre- 
cisely half its gain of the spring and summer. 

With the beginning of October the index of produc- 
tion showed some rather definite signs of flattening out, 
but what its course will be in the next few weeks de- 
pends more on non-seasonal factors than perhaps ever 
before. 

In the first place, we have been, for the last several 
weeks, passing through a “test period” for the National 
Industrial Recovery Act; in the second place, business 
still seems to be waiting in some measure on a definite 
settlement of the money question; and in the third 
place, there are such imponderables ahead as the open- 
ing of Congress, on the one hand, and the launching 
of the public works program, on the other. 

It would be a mistake to think of the business situa- 
tion, however, merely in terms of industrial production. 
Normally, an index of production alone is a fairly good 
criterion of the whole business picture; but it must be 
remembered that at the present time under the N.R.A. 
we have attempted to depart from the normal order of 
recovery. Instead of following production, it is the hope 
of the N.R.A. that employment and consumption can 
be made to increase in advance of production. There- 
fore, any survey of the situation, as it shapes up at the 
moment, must take account of the progress in these 


directions as well as the progress of production itself. 

In consequence of the changes introduced by the 
N.R.A. we find that employment, which had stood at 
69 in July (when production was making its peak for 
the year) had increased to 74 in September, while pay- 
rolls, which had stood at 46.4 had risen to 55.7 per cent 
of the 1929 level. 

It is clear that, with these major indices performing 
as they are at the present time, prediction as to the im- 
mediate future is more hazardous than at almost any 
time in the history of business forecasting. 

Now, it is the theory of the N.R.A. that business 
should take on additional help and increase payrolls 
on the assumption that this “bread cast upon the 
waters” will come back to it through the increased 
purchasing power thus generated. It is much too early 
to say whether this hope will be realized; but this much 
is already clear, it has been measurably dimmed by at 
least two developments which either were not foreseen 
by the sponsors of the N.R.A., or, being seen, were not 
adequately provided against. One of these is a wide- 
spread eruption of labor troubles; the other is a ten- 
dency for retail prices to run away. 

There can be no question that the N.R.A. has served 
to whet the appetite of labor for shorter hours and high- 
er wages and to stimulate labor leaders to intensive ac- 
tivity in the field of organization; indeed, there are 
many who feel that it has also given the necessary im- 
petus for the formation of a Labor Party in the United 
States. Whether this latter conclusion is justified, the 
former most certainly is. Whereas in April only 72 
labor disturbances were reported by the Monthly 
Labor Review, the number (CONTINUED ON PAGE 67) 


Bonds 


ter call for partial redemption of the Fourth Liberty 
4\4s is an event of signal importance for the bond mar- 
ket. There is a possibility, peraaps strong, that it will be as 
significant as it is important. For the fact that the Treasury 
is calling $1,900,000,000 of bonds for redemption next April 
15 and is offering about $500,000,000 more of new bonds 
for cash subscription is susceptible of the interpretation that 
the Administration has committed itself to the course of 
sound money, with the integrity of the dollar no longer in 
question. 

If the investing public should get the idea that the Gov- 
ernment is going to tamper with the currency there is small 
doubt that the balanced ordinary budget would be of in- 
considerable weight in determining the price of Federal 
credit. The demand for the Government’s long term bonds 
would be appreciably less if it is known, or even with good 
reason suspected, that the future value of the dollar with 
relation to gold is to be fluctuating. A stable dollar is a neces- 


sary condition for a broad and vigorous long term bond 
market. 

The conversion of a portion of the $6,268,000,000 of 
Fourth Liberty 414s is a memorable event if one can regard 
it as a sign that the Administration is beginning to turn a 
deaf ear to the advice of the currency experimenters and is 
starting the return to orthodoxy. In this event it may not be 
unreasonable to expect that revision of the terms of the Se- 
curities Act can be had without much more delay, and then 
the second prerequisite of a bond market will have been ful- 
filled. 

Pending the paving of the way for reviving the market 
for long term issues, outstanding bonds have been holding 
their ground. New York City credit has been “patched up” 
anew, provided the state legislature performs the functions 
designed for it in the rehabilitation program that has been 
drawn up. The municipal market has profited thereby ds 
becoming increasingly robust. 
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MAY BE BUILT OF 
FIREPROOF 


CONCRETE@ 


Permanent, artistic, fire-safe, economical—the 
eoncrete home is easy to sell, safe to finance 


Concrete knows no architectural limita- 
tions. It is equally practical for tradi- 
tional or for modern types. 

And regardless of style, concrete has 
advantages available in no other mate- 
rial. It offers any color desired. It pro- 
vides a wide range of surface textures 
for both exterior and interior walls. 
With concrete, beauty is built endur- 
ingly into the structure itself. These 
qualities make the concrete 
home a safe investment—and one 
that maintains its value through 
the years. 

The concrete home is available 


everywhere. We can put you in touch 
with architects competent to design 
specifically for concrete. Construction 
presents no technical difficulties —can 
be handled by masons and concrete 
contractors. 

Write today for further information 
on practical designs and construction 
data. Address your inquiry to Room 1411. 


WRITE OR 'PHONE THE 
CEMENT SERVICE MAN, 
CARE OF PORTLAND 
CEMENT ASSOCIATION, 
FOR YOUR COPIES—FREE 


ASSOCIATION 


CHICAGO 


PORTLAND CEMENT 


ROOM 1411, 33 WEST GRAND AVENUE, 
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 Septenter 15, 1935. 


Wotice was given today by the National Recovery Aiinistragion that a 
pablic hearing will be beld on Dmrsday, September 28, 


Securities 
! Investment bankers insist that there 
can be no resumption of long term fi- 
nancing of industry, the N. R. A. or 
anything else, unless and until the Se- 
curities Act is amended in several par- 
ticulars, especially in the provisions re- 
lating to the liabilities of directors and 
underwriters. There can be no success 
of the N. R. A. or material revival of 
industry without long term financing. 
The authorities in Washington appre- 
ciate the fact that the only logical con- 
clusion from these two premises is that 
the Securities Act must be amended. It 
will be amended by Congress next ses- 
sion but the amendment will be at- 
tended by fireworks. There are still a 
number of statesmen in Congress who 
think that the Act ought to be amended 
but amended further to tie the hands of 
business seeking capital funds from the 
general public. 
* 


London View 


“Before discussion of monetary co- 
operation between Britain and America 
can profitably be resumed Mr. Rodsevelt 
must first resolve the dilemma of his 
domestic policy. He opened Pandora’s 
box in April, and he is now face to face 
with the effects. Like Pandora, his task 
is now to close the lid before Hope can 
escape. That is a larger task than any 
he has yet accomplished. The world will 
hope for his success.” —The Economist, 
London. 


* 


Business Recovery 


League of Nations experts have fig- 
ured it out that the low point in world 
depression was reached between June 
and August last year, since which time 


BANKING cons 


the average of business recovery in all | 
nations but the United States has been 
about 30 per cent. In the United States 
the general recovery has not been quite 
so great—N. R. A., currency deprecia- 
tion and all to the contrary notwith- 
standing. Probably this is because the 
depression was never so great in this 
country as in most other countries al- | 
though we have done more talking 
about it. 


* 


Public Works 


Back in 1931 engineering experts and | 
financiers pointed out that it takes from 
six months to a year to get public works 
going. There never was any real hope | 
on the part of those who knew the busi- 
ness that any considerable part of the 
$3,300,000,000 appropriated for public 
works could be spent so as to do material 
good this winter. Allotments of funds 
have been made with extraordinary | 
rapidity considering the reasonable care | 
which must be exercised in spending so 
much money. But allotments of funds 
and getting funds into pay rolls are two 
different propositions. The first money 
spent will show up in outlays for_ma- 
terials, and the first pay rolls affected 
will be those of manufacturers of ma- 
terials and equipment. Aside from road 
building, direct public works pay rolls 
will probably burgeon and blossom with 
the flowers next spring. 


Inflation 


The threat that if the Administration 
in Washington does not inflate the cur- 
rency Congress will do so is not as seri- 
ous as it was a month ago. Somebody 
has been seeing light. Senate leadership 
and a strong Senatorial bloc are against 
it and the Senate can stop it. Inciden- 


.. 


can increase the 


business capacity 


in your firm 


20/0 to 507. 


Every executive-dictator needs a PRO- 
TECHNIC EDIPHONE if he is to keep in 
step with today’s business conditions! 
It is difficult to add to your firm's “brain 
trust.” (Each man is experienced, hard- 
to-replace.) But it is easy to give each 
dictator an assistant that will increase his 
business capacity 20% to 50%! 

See the PRO-TECHNIC EDIPHONE— 
the most popular development in dic- 
tating machine history! It is dust-proof, 
“tailored in steel,” dignified in design. 
And — its “Balanced Voice Writing” 
makes dictating easier! * * * Desk 
designs are available. 

You do not buy a PRO-TECHNIC until 
it demonstrates all that you expect in 
accomplishment! For full information, 
telephone The Ediphone, your city. Or 


ORANGE, NEW JERSEY wa co 
tam interested in increasing my firm's business capacity. 


Name 


Add 


of the “brain trust” 


of Toe building, on a code of fair compe i | q 
Ameri sociation for the banging oC | | 
to t MP percent avi 
94 pe ress ay A. D. Whiteside wi | 
| 
| 
write to— 
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THE BEST BOND AND LEDGER PAPERS ARE MADE FROM RAGS 


BYMNASTICS 


tally, it may be well to remember that 
the chief financial advisers of the Ad- 
ministration are Secretary Woodin, Pro- 
fessor Sprague, Budget Director Doug- 
las, Governor Black of the Federal Re- 
serve Board and Governor Harrison of 
the New York Reserve bank—all anti- 
inflationists. Moreover the brain trus- 
tees are losing their grip on the Govern- 


| ment. 


Debts 


News reports have it that negotia- 
tions for the revision of Great Britain’s 
debt to the United States commenced 
with 10 per cent offered, 100 per cent 
demanded and no takers either way. 
According to the rules of Oriental trad- 
ing of this sort the result ought to be 


| an agreement for the payment of about 
| one third of the principal without in- 


terest. Probably the Government in 
Washington would be quite lucky to get 
so much but the storm such an agree- 
ment would raise in Congress is some- 
thing to be considered. Probably Con- 
gress is really convinced of the necessity 


| of debt adjustment but it dare not face 
| its constituency with its convictions. A 


@ “So that’s why our forms wear out so fast!” And judging from the | 
stony countenance of Mr. Jones, this first tug-of-war will be the last. 
But by eliminating athletic events during office hours, Mr. Jones will 
not yet be at the root of his trouble. For even well-behaved filing 
clerks and office boys are hard on forms. @ The use of Stonewall or 
Resolute Ledger, however, would solve his problem. For these papers, 
made of tough rag fibre and selected pulp, resist the daily routine of 
handling and filing; the wear and tear of bookkeeping machines. They 


will give years of active service, and preserve important records for 
many years more. Stonewall and Resolute are available in white, 
buff and blue. Interesting portfolios of printed and ruled samples will 


be sent upon request. Neenah Paper Company, Neenah, Wisconsin. 


STONEWALL 


Necnah guaranteed papers also include Prestige and Putnam 
Ledgers and the following Bonds: Old Council Tree, Success, 
Conference, Chieftain, Neenah and Glacier Bonds. Each of these 
grades is shop-tested for printing performance and represents 


a high value in its price range. Samples will be sent on request. 


IDENTIFY RAG-CONTENT QUALITY BY THE NEENAH OWL WATERMARK | 


significant side light on the debt issue is 


| the general understanding that the set- 


tlement which will be proposed to Con- 
gress will be a lump sum and that the 
funds will be secured by the flotation of 
loans in the United States. It will be 
interesting to learn how willing Ameri- 
can investors will be to put their money 
into foreign dollar bonds not payable 
in gold in the face of threats of cur- 


John Dickinson, Assistant Secretary of 
Commerce, has been appointed by the 
President to head a committee that will 
study the operation of various exchanges 


* 
C3 
> 
| 
| 
| 
—_ | 
| 
| 
| e 
RESOLUTE 
\ 
GLOBE 


SLOBE 


AMERICAN BANKERS ASSOCIATION JOURNAL, November 1933 


THEY'LL BE LOOKING FOR NEW TERRITORY 


DING IN THE NEW YORK HERALD TRIBUNE 


rency inflation and a dollar wandering 
from its moorings. 


Stock Exchange 


While the New York Stock Exchange | 
won on a bluff in its little game with | 


the New York City government in the 
matter of taxes, it was not altogether 
bluff and it is not at all certain that the 
Exchange won. The significant fact is 
that the Exchange was ready to go 
through with its bluff. On the other 
hand the apparent loser seems inclined 
to call the police in the form of the 


Federal Government, and the latter is | 
not adverse to interfering in the matter | 
in what it deems the interest of morality | 


and good government. The fact that the 


Exchange proposed to move its plant to | 


New Jersey is taken as ample demon- 
stration that its business is interstate 
and therefore within the power of the 
Government in Washington. The 
Pecora probe in the Senate Committee 
hearing is not the only authority in the 
national capital considering legislation 
to regulate the Exchange for the purpose 
of preventing “speculative excesses”. If 
the Securities Act is amended, as antici- 
pated, the amendments are likely to in- 
clude a number of provisions for stock 
exchange control in New York and else- 
where which may be as serious as New 
York taxation. 


Russia 


The inside of the Russian-Ameri- 
can recognition situation is that the 
Administration is considering and even 
anticipating Soviet recognition at an 


early date and is not paying very much | 


attention to the resolutions of various 
labor, church (CONTINUED ON PAGE 72) 


CORVERUENT 


BANKING SERVICE need not be 
disrupted by 
modern hold- 


up protection 
* 


THIS. COMBINATION IS CONTROLLED 8Y 
DIEBOLD AUTOMATIC RE-WIND 
DELAYED CONTROL TIME LOCK, AND 
WILL NOT YIELD TO OPERATION OF THE 
COMBINATION FOR A PERIOD OF 

MINUTES. 


Sare a Lock Co. 
CANTON, OHIO 


PROTECTION ENGINEERS PATENTS PENDING 


This label, located in plain 
view on the front of the 
locker, explains that re- 
serves are beyond the ban- 
dits’ reach ... stops them 
if they attempt a hold-up. 


@ While loyal depositors appreciate the value of keeping exposed 
money at a bare minimum for hold-up protection, convenient bank- 
ing service is the backbone of their daily business and social lives. 
Can hold-up protection be made effective without denying them this 
convenience? The answer is, “Yes,” with Diebold Teller’s Safety 
Lockers equipped with Automatic Re-wind Delayed Control Com- 
bination Locks. 


@ All excess money is placed under timelock the instant received 
- -. and counter cash kept at a bare minimum. Conforming with all 
requirements for hold-up protection, depositors are served with 
minimum delay and without advance notice of their needs, which is 
required when night timelocks are used. 


@ The Teller’s Safety Locker is readily installed in present fixtures. The Auto- 
matic Re-wind Delayed Control Combination Lock is free from human errors 
in its operation. The delay period is under the control of authorized officers 
only, It is fully automatic and fool-proof. It can be attached to most units now 
equipped with combination locks. Write for interesting, fully illustrated details 
about the Diebold plan of bank hold-up protection . . . no obligation. 


Long known as a leading bank vault 
manufacturer, Diebold now offers 
complete protection for records, money 
and wealth from fire, burglary and 
banditry. us 


The sign that a 


detours bandits ‘WE DO OUR PaRT 


DIKBOLD 


SAFE & LOCK Canton, 0. 


Over Seventy Years Of Protection Service 
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@ The whole country has come to realize that agricul- 
ture must be prosperous. It is the one basic industry 
without which manufacturing and commerce cannot 
exist. 

The American farmer produces more in primary 
wealth than all our mines, oil fields, forests and fish- 
eries. 

The American farm family and the rural popula- 
tion buy and consume more goods than any other 
class in the country. 

Business conditions have always fluctuated with 
farm prosperity. When farm income is low, busi- 
ness in general lags. When farm income rises, all 
commercial activity picks up. 

All business now rejoices with the dawn of 
better days for agriculture. Already there is a 
marked improvement in farm purchasing power, and 
the road ahead is being cleared for further and more 
rapid progress. 


MODERN MACHINES 
Essential to Farm Prosperity! 


We don’t have to go back more than 80 years to 
witness machineless agriculture. Practically every 
farm operation, with the exception of plowing and 
hauling, was done by human labor. Seed was broad- 
cast by hand. Row crops were cultivated with a hoe. 
Small grain crops were threshed with a flail. 

Modern machinery is still changing farming meth- 
ods, lowering production costs, aiding diversification 
and better farm practices. Today the advantages of 
modern machinery are needed more than ever be- 
fore to increase farm incomes. 

It is significant to DEALERS that the Case Com- 
pany today has more new and highly efficient ma- 
chines to offer farmers than at any other time in its 
91 years of service to agriculture. 

These machines not only make it possible for the 
farmer to definitely cut his crop costs, but they offer 
many new advantages which in turn mean increased 
farm profits. They do better work; cost less to operate. 
They are easier to handle and they last longer. 


STORED UP DEMAND 


Not only will the farmer’s demand for new and more 
efficient machines grow with his increasing ability to 
buy, but the present accumulated need for farm im- 
plements is tremendous. The value of farm machinery 
on farms is nearly 21% Billion Dollars. It is estimated 
that about one-third of these machines are practically 
worn out. 

Better days are ahead in agriculture. The im- 
plement dealer who has the vision and initiative to 
take advantage of his opportunities is facing perhaps 
the best days the industry has ever enjoyed. 


RECORD 


While the product.on and volume 
fluctuate from year to year, 
The chart shows a 50 
lees im this country were nearly 
marked decrease in sales in 


must be made up in the next 
upward as it always has in t 


10 
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esr hat they were in 1879. The 
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Po few years, and the trend will continue 
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CA SE OFFERS 


THE BIGGEST DEALER OPPORTUNITY 


TODAY fo 


77 MODERN FARM MACHINES: 


The advantage of steady, year-around income in any business is obvious. The 
Case Full Line of 77 modern farm machines offers this. The dealer has something 
to sell for practically every farm operation and in every month of the year. 


LEADERS IN BIG VOLUME FIELD: 


Case has always been a leader with new and improved tractors, threshers, 
combines, corn pickers, power-control disk harrows, pick-up hay balers, tractor 
plows, etc. These are the machines on which the implement dealer can most 
quickly and profitably build up his volume. The most modern of these machines 
can be obtained only from Case. 


HELPFUL CO-OPERATION: 


Do you know that Case is one of the two leaders in advertising farm machinery 
and implements to the farmers of this country? Case has many new and effective 
sales helps for dealers and various kinds of co-operation to help dealers sell. 
It is sales that make profits for dealers. 


MORE PROFITABLE DEALERSHIP: 


A sales plan to fit 1934 conditions, with new and unusual sales helps, is now 
open to all Case dealers. Before contracting for next year be sure to consider Case. 

Anyone interested in a profitable business enterprise should not fail to investi- 
gate the opportunities this NEW Case dealership offers. 
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I. The Banking Code 


a month after the various bankers’ 
N.R.A. committees are required to 
submit their rules of fair practice, 
the Federal Deposit Insurance Cor- 
poration will begin operations. Bank- 
ing opinion in general, throughout 
the country, has been opposed to the 


By WILLIAM R. KUHNS 


fusion, with most of the old 
landmarks buried and new ° 
signs pointing in all directions at 
once, the arrival of the Bankers Code 
of Fair Competition was a quiet 
event of last month. So many changes 


Msi a year of economic con- 


The text of the Bankers Code of Fair 
Competition, approved by the President 
of the United States on October 3, ap- 


have been served on the country—so 
many resolutely cheerful ideas have 
sprung full panoplied from Washington, that a plain, unpre- 
tentious banking code is apt to be lost in the maze of front 
page news. 

Perhaps this Magna Charta of banking, as signed by 
President Roosevelt, has no permanent significance. Perhaps 
it is not the biggest event in the history of American banking, 
or even one of the biggest. Time will doubtless show whatever 
the Code is not. But, while we are waiting for the verdict, 
one thing seems fairly certain—the Code is the greatest op- 
portunity banks have ever had to superintend their own 
business, to put into effect rules and practices that will make 
banking strong and to maintain banking service on a high 
plane. The result should be very helpful to recovery. 

It has always been a just complaint 
among bankers that they did not hawe 
enough independence in the conduct of 
their affairs, that they were responsi- 
ble for matters over which they had 
only meagre authority, that they were 
subject to laws made by men who 
knew more about polling booths than 
they knew about banks. The Code, of 
course, changes nothing in this respect, 
except that it grants to bankers an op- 
portunity for considerable self-govern- 
ment in certain specified fields. 

Probably the Code’s greatest use 
and importance will be in connection 
with a forthcoming, apparently unre- 
lated event. On January 1, less than 


pears elsewhere in this issue 


principle of insuring deposits. This 
opposition has not been on selfish 
grounds. Bankers have objected to the idea because it is not 
fair to depositors. Money deposited in a bank is not an in- 
surable risk, any more than individual success is insurable, 
or the loans and investments of an individual are insurable 
against loss. 

The Code provides management insurance for deposit 
insurance. 

Under a system of free competition among banks, fre- 
quently of a harmful type, the insurance of deposits would 
remove the brakes on unsound management. 

The proper working of the Code is the only thing that will 
enable the insurance truck to stay on the road for any length 
of time. The guaranty of deposits is an urgent invitation to 
risk-taking while the Code confers on 
bankers themselves the power to see 
that sound management also is guar- 
anteed. 

In spite of the fact that the banking 
Code did not exist two months ago, the 
only thing new about this extraordi- 
nary instrument is the form. The essen- 
tial ideas have their roots deep in 
banking history of the last half cen- 
tury. They represent the result of 
gradual development of dominant 
banking sentiment built up by many 
years of experience. 

Cooperative action with reference to 
interest rates, service charges, hours 
of banking, trust practices and all 
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other matters in which banks compete 
has long been approved by the best 
thought in banking. The Bank Manage- 
ment Commission began several years 
ago to study costs and charges, and 
huild a solid basis for fair competition. 
The Code merely authorizes and speeds 
up this evolutionary process. 

One immediate result of the standard- 
ization of interest payments and the 
establishment of uniform service charges 
will be increased revenue to banks to 
offset increased costs. It should be 
pointed out, incidentally, that this re- 
sult is the opposite of that occurring in 
many industries brought under N.R.A. 
codes. 

Increased expenditures for labor may 
prove a burden in some cases, particular- 
ly among small banks, but the progress 
of banks all over the country in the past 
three years in the matter of scientific 
analysis of accounts and the applica- 
tion of fair service charges, has paved 
the way for additional revenue, which 
should offset increased costs under the 
labor sections of the Code. 

The elimination of abuses under the 
rules of fair competition of the Code 
will place all banks on a much firmer 
foundation in the matter of earnings. 
All sorts of expensive practices consid- 
ered necessary under the pressure of 
competition can be done away with by 
mutual agreement backed by the au- 
thority of the Government. 

In short, under the Code, the banks 
themselves have the power to arrange 
their business practices with some re- 
gard for their-own welfare and better 
service to the public. 

In some respects the most significant 
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ALL HIGHWAYS 
TO WASHINGTON— 


Distances from Washington on 
all highways in the United 
States are measured from this 
marker near the White House 


accomplishment in the adoption of the 
Code is the greatly increased prestige 
and authority given to local clearing- 
house associations. The notable increase 
in the number and scope of such groups 
in recent years under the stimulus of 
the American Bankers Association and 
the several state bankers associations, 
has indicated an increasing apprecia- 
tion of the advantages of organization 
on the part of country banks. While the 
formation of such associations for the 
purpose of self-government in Code mat- 
ters cannot be said to be compulsory, 
the alternative is the formation of a 
local committee under the supervision 
of the central authorities in Washing- 
ton. 

Undoubtedly the chief factor in ar- 
riving at this voluntary agreement has 
been the recognition of the principle of 
local autonomy. The primary applica- 
tion of the Code starts with the local 
N.R.A. committee, with the line of au- 
thority extending, unbroken, through 
the state N.R.A. committee, the Bank- 
ing Code Committee, the N.R.A., to the 


Mr. Simmonds 


President of the United States. The 
special powers and prerogatives of each 
body are’defined so as to allow the local 
group as much independence as is com- 
patible with the successful administra- 
tion of the Code on a national scale. 

The powers granted to the President 
of the United States are, of course, ex- 
tremely wide. They cover so much area, 
in fact, that an American might be in- 
clined to ponder over Article III, sec- 
tion 3, and Article IX, section 3. 

The first states: “Employers shall 
comply with the maximum hours of 
labor, minimum rates of pay and other 
conditions of employment, approved or 
prescribed by the President.” 

The second states: “This Code and 
all the provisions thereof are expressly 
made subject to the right of the Presi- 
dent, in accordance with the provisions 
of Section 10 (b) of Title I of the Na- 
tional Industrial Recovery Act, from 
time to time to cancel or modify any or- 
der, approval, license, rule or regula- 
tion, issued under Title I of said Acct, 
and specifically to the right of the Presi- 
dent to cancel or modify his approval of 
this Code or any conditions imposed by 
him upon his approval thereof.” 

The concentration of absolute power 
over the nation’s banks, in the hands of 
one finite being, may not be a reassur- 
ing prospect to mature men, but at 
least it is consistent with the national 
inclination to leave everything to the 
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large house on Pennsylvania Avenue. 
Also, there is nothing in the President's 
great powers normally that would inter- 
fere with the local enforcement of the 
Code. The bankers themselves will do 
the enforcing as neighbors and not as 
judges and police. The chief sanction 
will be the public opinion of bankers, 
applied to bankers. 

There had been some discussion, both 
in Government circles and among bank- 
ers, of the possibility of creating a single 
code to cover all kinds of banking— 


the Banking Code 
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Aerial view of Washington. With the White House as the center, 
the New Deal Circle has a radius of seven-eighths of a mile 


commercial, mutual savings and invest- 
ment. Closer analysis of the conditions 
operating in each of these three classifi- 
cations, however, indicated that both 
in the interest of self-government and 
of simplicity, it would be better for the 
present to treat them separately. 

The code for mutual savings banks 
will be very similar to the Bankers 


Mr. Ransom 


Code of Fair Competition. It will differ 
only in the manner in which the gen- 
eral principles of the recovery program 
are applied, the basic principles being 
the same. 

Regarding investment banking, opin- 
ion among N.R.A. officials is that the 
preparation of a code will require more 
time because there has not been as yet 
any crystallization of ideas in regard to 
it. There must be considerable adjust- 
ment of an investment banking code to 
the principles of the Securities Act, and 
it is a common belief among bankers 
that this act was an error of first mag- 
nitude and should be corrected. 

The decision to provide separate 
codes for these three classifications of 
banking, while objectionable in some 
respects, has the very distinct merit of 
permitting a larger share of self-gov- 
ernment for each than would be possi- 
ble under a single code. All things con- 
sidered, bankers will enjoy a more com- 
plete control of their Code affairs than 
any other line of business of the same 
magnitude and scope. This is as it 
should be, inasmuch as bankers have 
been working for years toward practi- 
cally the same objectives contemplated 
under the Code. 

Whatever may be the feeling of bank- 
ers toward giving politics an inch, banks 
now have, under sanction of law, many 
reforms which they have sought vainly 
for years. Banking faces a better era if 
the Code works well, or fairly well, and 
this is the time to be hopeful. 
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II. Prospectus— 


recover from the uncertainty into 

which they were plunged by the 
banking holiday in March and the pas- 
sage of the Banking Act of 1933 in June, 
they are commencing to realize that the 
next six or eight months will be of ex- 
traordinary importance in the history 
of American banking. 

“Pained surprise” rather exactly de- 
scribes the feelings of most bankers at 
the present time. In addition to the gen- 
eral problems of business depression, 
they face, for perhaps the first time, 
real force in Government supervision 
and control—force which practically 
compels membership in a deposit insur- 
ance system; force which urges them to- 
ward loose credits; force which separates 
them from affiliates upon which many 
of them depend for much of their pros- 
perity; force which restricts them in 


\ the bankers of the United States 


IN THE EARLY DAYS 


National Financial Control 


security underwriting, which regulates 
interest on deposits, which even would 
compel many of them to accept and use 
capital which they do not need. 

Not all of these things are altogether 
objectionable; some of them, indeed, 
may be taken as distinct reforms in 
banking conditions and banking prac- 
tices. Nevertheless they represent Gov- 
ernment force, a new order of things. 

It is hardly necessary, perhaps, to 
apply the term “slyness’” to the manner 
in which the banks of the country have 
been brought under rather complete 
unified control by Federal authorities 
through the Banking Act, but it is at 
least certain that the operation of the 
deposit insurance features of that act 
will bring about results far out of line 
with the expectations of bankers when 
the insurance system was first proposed. 
Commencing tentatively on January 1, 


The Government could not even enter the bank- 
ing business without causing acrimonious debate 


Representative Rainey, in support of the 

idea, said that the R. F. C. was function- 

ing “only in the interests of the rail- 

roads and banks. It should function in 
the interest of everybody” 
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Representative Snell countered by quot- 
ing President Hoover, who had said that 
such a policy would make the R. F. C. 
“the most gigantic banking and pawn- 
broking business in all history” 


1934—two months hence—and abso- 
lutely after July 1, 1936, all the banks 
in the United States of whatever form 
or description will either be under en- 
tirely new supervisory control or be cast 
into the void of outer darkness. 

The new supervisory authority will be 
a combination of the Federal Reserve 
banks and the Federal Deposit Insur- 
ance Corporation. To this new authority 
will be delivered more complete control 
of the policies, personnel, size, scope of 
business and general activities of banks 
than ever before has been given a single 
agency. However independent of the 
Reserve System the Federal Deposit In- 
surance Corporation may appear upon 
paper in its separate organization and 
personnel, and however much the Stea- 
gall-Fletcher group in Congress at- 
tempted to make it independent of the 
Reserve System, it is in fact an integral 
part of the Reserve. Eventually not 
only will membership in the Reserve 
and membership in the insurance cor- 
poration be the same but the corpora- 
tion also must depend upon the Reserve 
System for the discipline of its mem- 
bers in the matter of examination, con- 
trol of policies and personnel, and, if 
necessary, the suspension or closing of 
member banks. On the other hand, the 
necessity of preventing loss or reducing 
losses to a minimum in the insurance 
scheme gives the Reserve authorities 
support in the control of banks which 
they never have had before. Between 
powers now possessed by the Federal 
Reserve Board and those about to be 
possessed by the insurance corporation 
the banks of the country will be held 
in a grip they have never known before. 

This new system of control presents 
an anomaly in banking peculiar to the 
United States, and impossible in any 
other country. The dual system of char- 
ters, state and national, is preserved 
with all the variations embodied in 49 
sets of banking laws covering institu- 
tions ranging all the way from a country 
bank with a capital of $10,000 to a 
billion-dollar metropolitan institution. 
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With all this variation, this glorification 
of the unit bank principle, however, 
comes the hard fact that these institu- 
tions, for the first time in their history, 
will be under one direct control whose 
authority is such as practically to set 
aside all the principal privileges for 
which state banks have fought so long. 

This central authority, moreover, not 
only includes the power of supervision 
and control usual in government con- 
trol of banks, but it also combines with 
that authority the power to control 
credit and credit policies. The combina- 
tion of central bank authority and su- 
pervisory authority gives the Federal 
Reserve System a concentrated power 
unique among the nations. In no other 
great financial nation has the central 
bank supervisory control of commercial 
banks. 

Nevertheless this combination of au- 
thority between the Reserve and the de- 
posit insurance corporation is logical if 
it is to be assumed that the deposit guar- 
anty system is a necessity. While the 
Federal Reserve System is not a central 
bank in the strict sense of the term, it 
performs the functions of a central bank 
in the rediscount of commercial paper, 
the issue of currency and the control of 
the necessary gold stock which goes with 
the issue of currency, and in general 
maintains those relations with the Gov- 
ernment on the one hand and the bank- 
ing world on the other commonly neces- 
sary in a central bank. > 

It differs, however, from a proper cen- 
tral bank in the fact that it is the crea- 
ture of the country’s commercial banks, 
who are its stockholders. Hence the 
soundness of the commercial banks is of 
supreme importance to the Reserve, not 
only in relation to the country’s business 
generally but in relation to itself. For 
this reason supervisory control of its 
member banks is a necessity to the Re- 
serve and for similar reasons pafticipa- 
tion of member banks in a deposit in- 
surance scheme outside of the Reserve 
could not be allowed. 

The fact is, of course, that the de- 


posit insurance scheme would not have 
been permitted by the conservative 
leaders in Congress if its organization 
could not have been so shaped as to 
further their idea of a unified system 
of banking in the country under the Re- 
serve System. On the other hand, the 
more radical elements, in response to 
popular demand for some sort of pro- 
tection for bank depositors, could not 
have built a nationwide guaranty system 
upon any other foundation than the 
Reserve organization. 

However logical this concentration of 
power in the Federal Reserve itself and 
in it through the deposit insurance cor- 
poration may be, its implications are 
revolutionary. The Federal Reserve 
System has dominated the credit system 
of the country since soon after its foun- 
dation, but it has not controlled it. In 
the course of the years after the War 
the proportion of credit, as measured by 
loans and investments of all banks in 
the country, was stabilized at a little 
over 60 per cent in the Reserve. The de- 
pression has not materially altered this 
proportion. On December 31, 1928, 
member banks held 61.2 per cent of the 
loans and investments of all banks in 
the United States and non-member 
banks 38.8 per cent, of which 22.7 per 
cent was in non-member commercial 
banks and 16.1 per cent in mutual sav- 
ings banks. On December 31, last, mem- 


TODAY 


ber banks held 61.2 per cent of the total, 
but mutual savings banks held 22.6 per 
cent and commercial non-member banks 
16.2 per cent. Accordingly, while the 
Reserve System has always had great 
power over credit, that power has always 
been tempered by the fact that a con- 
siderable portion of the nation’s credit 
pool lay outside its walls. This has been 
a legitimate complaint of the Reserve 
authorities when called upon to control 
price levels through open market poli- 
cies or other exercise of credit control. 

Under the new law the Federal Re- 
serve System, especially in connection 
with other agencies of the Government, 
has more complete control of the credit 
of the country than is exercised by any 
other central bank authority. This in- 
creased theoretical control of all bank 
credit might have been accepted by 
banks with comparative equanimity if 
its practical application had been post- 
poned somewhat and the banks had 
been given time to adjust themselves to 
the new order of things. It so happens, 
however, that the advent of the new 
authority coincides with the greatest 
credit expansion campaign ever inau- 
gurated by any authority, governmental 
or otherwise, in any country at any time. 
Under the urge of providing credit for 
the recovery program this credit control, 
in connection with operations of the 
Reconstruc- (CONTINUED ON PAGE 48) 


Amid a host of innovations the most amazing 
economic experiments are a matter of course 
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By MARK SULLIVAN 


Congressionale 


ONGRESS meets in January, and 


that raises the question: To what 

extent will the re-assembling alter 
the present status of things? Since Con- 
gress adjourned in June we have had 
a government in which the President 
has had the powers, though not the 
status, of a dictator. Indeed we have 
had this kind of government since 
March 4, for when Congress was in 
session last spring Mr. Roosevelt had 
as much power as he has now; the prin- 
cipal business of that session of Con- 
gress was conferring extraordinary 
powers on the President. 

At this point let us be careful about 
the word “dictator.”” Mr. Roosevelt has 
had the powers of a dictator and has 
been exercising them; but he has not 
been a dictator and has not tried to be 
—indeed he has scrupulously avoided 
the fact or the appearance of dictator- 
ship. He has taken no step without first 
asking and getting the authority from 
Congress; he has kept meticulously 
within the powers Congress gave him, 
and he has prudently avoided asking 
Congress to give him a power until af- 
ter he was sure Congress was willing. 
He wanted, last spring, power to make 
tariff treaties and power to deal with 
our European debtors, and it might have 
been well that he should have them, but 
he refrained from asking for them when 
he learned that Congress might be 
reluctant to give them. 

Now Congress, the same Congress in 
membership, is coming into session 
again, and the question is what change 
will take place. Will they give the Presi- 
dent more powers? Will they take back 
some of the powers they conferred? 
What will be the status of government 
as a whole? 

It will be the same Congress in per- 
sonnel, but in spirit it will be different. 
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At least it is probable its spirit will be 
different. That,like much else just now, 
depends on the state of what we call 
“the times,” business. If conditions con- 
tinue as much better as they are now, 
Congress will be normal in its attitude 
toward the President and in everything 
else. Congress last spring was in a state 
of terror, as most of the country was; 
and in that state Congress did things 
it would never do normally. 

Congress next January will have the 
normal attitude of Congress toward the 
President. It will have normal reluc- 
tance to surrender its prerogatives, nor- 
mal self-esteem about carrying out its 
function in government. In addition, it 
will have two causes for an attitude of 
dissent from the White House. One 
cause is the veterans. Congress in Janu- 
ary will want to restore the cuts which 
the President made in veterans’ com- 
pensation; it will regret that in the 
mood of last spring it gave the Presi- 
dent power to make these cuts. In this 
attitude of Congress, there will be no 
comfort for the country. As respects 
veterans’ compensation, the interest of 
the country as a whole will prefer the 
President to Congress. The latter in- 
variably tends to carry out the wishes 
of the veterans, who form about 10 per 
cent of the electorate, and with wives, 
relatives and friends, all indirect bene- 
ficiaries of veterans’ compensation, com- 
pose about 20 to 25 per cent. 

Congress will “stand off” from the 
President for another reason, patronage. 
Mr. Roosevelt has been slow to make 
appointments, and as to many appoint- 
ments he has made, has acted along 
lines other than political. Here again 
the country, as between Congress and 


Tariff? 
Veterans? 


N.R.A.? 
A.A.A.? 


Currency? 


Prices? 


President, will be likely to side with the 
latter. Appointments made by the Presi- 
dent on the basis of what he deems merit 
are likely as a whole to be superior to 
appointments made solely on the basis 
of feeding patronage to Congress. To 
this statement, there may be one ex- 
ception. Some, quite a number, of Mr. 
Roosevelt’s appointments to key posi- 
tions have been not only non-Democrats, 
but many were not representatives of 
the characteristic American point of 
view. Congress will have some justifica- 
tion if it takes the view that Mr. Roose- 
velt was elected as a Democrat, that the 
Democratic party, as well as Mr. 
Roosevelt personally, was elected and 
was given responsibility; and that the 
election was no franchise to Mr. Roose- 
velt to put in key places in the Govern- 
ment men having a desire to bring about 
a changed social order in America. As 
some Democrats put it, “if the country 
had wanted some of the innovations Mr. 
Roosevelt is introducing, the voters 
should have elected the Socialist party, 
not the Democratic.” 

With conditions providing a normal 
attitude of Congress toward the White 
House, and with special reasons for Con- 
gress to advance along the line of its 
own prerogatives, we are likely to see a 
swing toward government of the tradi- 
tional kind and government along the 
lines of Democratic principles. Many 
of the most able and sure-footed Demo- 
cratic leaders have deliberately passed 
conscientious judgment on Mr. Roose- 
velt’s innovations, have decided they 
are not good and have determined to 
recede from as many of them as can be 
managed without harmful commotion. 
They will refrain from public attack 


Anyone’s Guess— 


Business Here 
and Abroad 

Is Asking 

How Radical 
Congress Will Be 


on the President of their party, but they 
will take the Government back toward 
older courses. Among other things, they 
will go toward the traditional Demo- 
cratic philosophy about the tariff. 

As everybody knows, Mr. Roosevelt 
has considered that the state of the world 
offers to the United States two choices, 
to promote world trade and participate 
in it or to become a self-contained na- 
tion. He has chosen the latter course, 


feeling that conditions made it the best. 


if not the only one. But there is a school 
of thought, of which Secretary of State 
Hull is a conspicuous exponent, which 
holds that the true path toward restora- 
tion, for America and the world, is along 
the line of rebuilding world trade and 
adjusting the American tariffs to take 
advantage of it. It is along this line that 
the coming session of Congress will 
make a beginning and such progress as 
conditions permit. 

The great issue will be the group of 
policies called N. R. A. with respectsto 
industry, and A. A. A. with respect to 
agriculture—the codification of indus- 
try and the various devices for farm re- 
lief, including especially the subsidies 
to southern farmers for plowing under 
growing cotton and the subsidies to other 
farmers for limitation of crops. As to 
this group of innovations, it may be said 
at once that the most substantial leaders 
among the Democrats, the elder states- 
men of the party, have passed judgment 
on them and have concluded firmly that 
they do not compose a good form of 
industrial and social organization for 
America. They are willing to accept 
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them in the emergency, and to support 
them so long as emergency makes it 
desirable, but they are calmly sure the 
innovations must not be made perma- 
nent as changes in the American social 
system and the American form of gov- 
ernment. 


ACCORDING TO THE TIMES 


TO say “so long as emergency makes 
it desirable” is the same as saying that 
what will be done depends, like so much 
else, on the state of business and em- 
ployment. In proportion as times be- 
come normal, the conservative portion 
of the Democratic party, including the 
best of the party’s leaders in Congress 
and in private life, will begin, not neces- 
sarily to get wholly rid of N. R. A. 
and A. A. A., but to trim them down 
to a point consistent with the American 
and the Democratic philosophies of gov- 
ernment. In thus turning back, the con- 
servative Democrats in Congress will 
be joined by substantially all the Re- 
publicans, excepting the Progressives, 
who have been really the backbone of 
the support of the “new deal.” 

The test on N. R. A. must come fairly 
soon. The statute on which N. R. A. 
rests is limited in time. It comes to an 
end two years from the date of its en- 
actment, which was June 16, last. The 
heart of N. R. A., the so-called “teeth” 
of it, the provision enabling the Presi- 
dent to put industries under licenses and 
then to revoke the licenses of individual 
plants—this provision of N. R. A. comes 
to an end in one year. That is, it ceases 
to exist June 16, next. Only by conced- 


ing this brevity of life was the Adminis- 
tration able to get the N. R. A. statute 
through Congress last spring; even a 
Congress as much terrified by the state 
of the times as last spring’s was, found 
it hard to stomach the more drastic 
part of the N. R. A. law. 

To follow the future fate of the 
N. R. A. statute, it is necessary to un- 
derstand the succession of Congresses. 
The present Congress, meeting for its 
second session next January, is the same 
as the one that sat last spring, the same 
that was elected with President Roose- 
velt. It is strongly Democratic. It will 
continue to exist and sit until some time 
late next spring. The date of its closing 
is not fixed by law, but it is quite certain 
to end in time to let the members go 
home to conduct their campaigns for 
re-election. 

Then, during next summer, will take 
place a campaign for a new Congress, 
a whole new House of Representatives 
with 435 members and a third of the 
Senate, 32. The election will come in 
November of next year, and the new 
Congress then elected will sit in January, 
1935. Either this new Congress or the 
present one must pass on N. R. A. With- 
out action by Congress extending it, or . 
extending such part of it as Congress 
likes, N. R. A. and all the agencies set 
up under it must come automatically 
to an end. As to the part of N. R. A. 
that has only one year of life, the licens- 
ing provision, that must be renewed, if 
the President chooses to ask renewal, 
before June 16, next. Presumably, 
therefore, it will be the existing Con- 
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gress who will have to pass on that part. 

As to N. R. A. as a whole, it probably 
will be the new Congress, the one to be 
elected in the campaign next summer, 
who will pass on that. It seems possible 
therefore that the issue of the congres- 
sional campaign next year may be 
N. R. A. 

From about next June until Novem- 
ber, in the campaign and then in the 
election, it seems very likely we shall 
have a debate with N. R. A. as the 
main issue, even perhaps the only one. 
Out of the debate—and also out of the 
experience the country will have had 
with N. R. A. by that time—will come 
public education. In the election of No- 
vember next year will be a decision. 

This prospect about the principal 
issue in next summer’s congressional 
campaign is subject to one exception. I 
have said the N. R. A. statute comes 
automatically to an end two years from 
its enactment (one provision in one 
year). But it can come to an end earlier. 
The statute provides that the President 
by proclamation can at any time declare 
the emergency, that is, the depression, 
at an end and N. R. A. repealed. It is 
at least a possibility this may happen. 
Here again, as over and over, much de- 
pends on the times. 

When I speak of the N. R. A. statute 
coming to an end, together with the 
changes in industry set up under 
N. R. A., I do not mean necessarily all 


of it. The whole of N. R. A. comes to a 
statutory end a year from June 16 next 
—that is indisputable. After that date, 
no part of N. R. A., and nothing done 
under N. R. A. can continue to exist, 
except by affirmative act of Congress. It 
seems probable that the N. R. A. ex- 
periment, however unsatisfactory it 
might turn out as a whole, would have 
some features which the country would 
like to retain. Perhaps the prohibition 
of child labor might be kept, perhaps 
also the right of members of an indus- 
try to come together and agree upon 
elimination of practices ruinously com- 
petitive, perhaps also a minimum wage 
in each industry. 


NOW UNTIL JANUARY 


TO come back to the Congress which 
will assemble next January and sit un- 
til about next June. Depending on 
whether, between the writing of this 
article and January, Mr. Roosevelt does 
anything about inflation of currency, 
that topic will come to the front in the 
session of Congress. To put it concisely, 
it seems almost inevitable that either 
Mr. Roosevelt, between this writing and 
January, must anticipate that Congress 
may act on inflation, and for that rea- 
son act himself—or else Congress will 
act. Mr. Roosevelt’s action might either 
be inflation or else decision not to in- 
flate. 

Congress thinks not in terms of cur- 
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rency inflation so much as in terms of 
prices, especially prices of crops. About 
prices Mr. Roosevelt has made two 
promises, having a curious relation to 
each other. He has promised a general 
rise in the prices of all commodities to 
the 1926 level. Then he has made a 
special promise to the farmers to raise 
the purchasing power of their dollar to 
the level of 1909-14. These promises 
combined mean first that Mr. Roosevelt 
must raise all prices, and then that he 
must raise farm prices to a special level 
above the general level. This peculiar 
and intricate commitment is a little like 
promising that in the “new deal” cer- 
tain cards raust come to the top of the 
deck and must have a value greater than 
the rest of the deck. If that has not hap- 
pened by January, representatives of 
farm territory are likely to cry for ful- 
filment, and if fulfilment has not come 
already, to attempt a kind of blind ful- 
filment by inflation. 

There is no use stating that question 
as an “if”, leaving it up in the air. 
Hardly anybody believes it is humanly 
possible for Mr. Roosevelt to fulfill 
these two promises. Conceivably he can 
fulfill the first one; conceivably by the 
enormous expansion of credit facilities 
upon which he is now energetically en- 
gaged and by other efforts in the same 
direction, he may be able to raise the 
general level of prices to the 1926 level 
or some nearby level. He may be able 
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to do this, and do it without inflation. 

But when he comes to the second 
promise, the one to the farmers, it be- 
comes too intricate to be possible of ful- 
filment. 

This promise to the farmers is not in 
terms of “price level’; it is in terms of 
“purchasing power”, which is a differ- 
ent thing. Perhaps I had better quote 
this undertaking. Strictly speaking it is 
not a direct promise from Mr. Roosevelt 
personally. It is, however, pretty bind- 
ing on him—and whether binding on 
him in logic or not, the farmers most 
certainly will hold him to it. The prom- 
ise appears in the preamble of the farm 
relief bill. That was an Administration 
measure, written by Mr. Roosevelt’s 
Secretary of Agriculture Wallace, to- 
gether with some of those advisers of 
Mr. Roosevelt who are called the “brain 
trust”. The promise reads: 

“It is hereby declared to be the policy 
of Congress . . . to reestablish prices to 
farmers at a level that will give agricul- 
tural commodities a purchasing power 
with respect to articles that farmers buy, 
equivalent to the purchasing power of 
agricultural commodities in the pre-war 
period, 1909-14.” 

This undertaking can be fulfilled in 
only one of two ways: either the Ad- 
ministration must cause the prices of 
farm crops to have a specified elevation 
above the prices of commodities in gen- 
eral, or, in the alternative, the Adminis- 
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tration must, while keeping the prices of 
farm crops high, manage to keep de- 
pressed, relatively, the prices of those 
commodities which the farmer must 
buy. And if he undertakes to keep the 
prices of industrial commodities low, he 
runs into head-on collision with his 
other enterprise, the one governing in- 
dustry, N.R.A. This fundamental con- 
tradiction between F.R.A. (Farm Re- 
lief Administration) and N.R.A. is a 
fixed and baffling fact in the whole situ- 
ation at Washington. 

The thing is too intricate to be hu- 
manly possible. Efforts to carry out the 
promise to the farmers have been made 
in several directions, conspicuously 
through limiting the production of farm 
crops with the object of bringing about 
higher prices for them. Neither this 
attempt at reducing the production of 
farm crops nor the other activities under 
the farm relief act have been success- 
ful in respect to fulfilment of the prom- 
ise to the farmers. At the moment this 
is written the common judgment at 
Washington, including the reluctant 
judgment of some within the Adminis- 
tration, is that the efforts at farm relief 
have not been successful and that the 
promise to achieve a prescribed level of 
purchasing power for the farmer’s dol- 
lar is not within possibility. 

Washington thinks, sadly, that the 
effort to attain a definite purchasing 
power for the farmer’s dollar is unlikely 
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to succeed. The western farmers regard 
it as already having failed and are ask- 
ing the Administration what it is going 
to do in the light of failure. When Con- 
gressmen representing western and 
southern farm constituencies in Con- 
gress arrive in Washington in January, 
their principal mental attitude will be 
one of demanding that the Administra- 
tion find some new way to make good on 
the promise to the farmer. 

There is but one way in which so 
exact a promise dependent upon con- 
ditions so many and intricate can be 
readily fulfilled. This way is through 
price fixing—price fixing certainly for 
farm crops and probably also for the 
commodities which the farmer’s dollar 
must buy, which means substantially 
all commodities. At this moment price 
fixing in an increasing way and ulti- 
mately a universal way looms ahead as 
the alternative with which the Adminis- 
tration is faced. If the Administration 
does not try price fixing, or if it tries 
price fixing and that fails, then inflation 
seems to be the last link in the unhappy 
chain which began with departure from 
the law of supply and demand. 

There is a broad way out. It would 
involve scrapping much of the whole 
attempt at price control and production 
control. It could well be said that 
N.R.A. has largely served the purpose 
of initiating recovery, and that now 
recovery must take its natural course. 
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States are now under the Bankers 

Code of Fair Competition. This 
may prove to be epochal in the history 
of American trust business. 

Under Article VIII, Section 4, of the 
Code, trust departments are to be oper- 
ated in accordance with the provisions 
of the Statement of Principles of Trust 
Institutions adopted by the Executive 
Council of the American Bankers Asso- 
ciation on April 6, 1933, as amended. 
This Statement of Principles, published 
in the May, 1933, JOURNAL, has thus 
become an integral part of the Code. 

The Statement of Principles of Trust 
Institutions was prepared and adopted 
first by the Executive Committee of the 
Trust Division of the American Bank- 
ers Association and later adopted by 
the Executive Council, quite indepen- 
dently of the bank Code and, as a mat- 
ter of fact, even before the Code was un- 
der contemplation. 

The preparation of the Statement 
dates back to the meeting of the Execu- 
tive Committee of the Trust Division 
in Los Angeles, California, in October, 
1932, when a special committee was 
appointed to draft such a statement. 
This committee presented a preliminary 
draft to the Executive Committee of the 
Trust Division at its meeting in New 
York City in February, 1933, at which 
time the Statement was approved in 
principle, and a subcommittee was ap- 
pointed to make the necessary textual 
refinements and to prepare the final 
draft for adoption. The final draft of 
the Statement was presented to and 
adopted by the Executive Committee of 
the Trust Division at its meeting in 
Augusta, Georgia, in April, 1933. After 
its adoption by the Executive Com- 
mittee it was presented to and unani- 
mously adopted by the Executive Coun- 
cil of the American Bankers Associa- 
tion on April 6, 1933. 

The Statement of Principles is not 
an idealistic code of ethics which trust 
institutions are expected to live up to. 
Instead, it is, as the title implies, a state- 
ment of principles that have long guided 
trust institutions in the performance of 


\‘s trust institutions in the United 
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IV. Trust Business 


Under the Code 


trust business. In other words, the State- 
ment is not the enunciation of new prin- 
ciples; it is only the arrangement and 
publication of a set of well-established 
principles that have long been under- 
stood by trust institutions in general 
and that have guided them in carrying 
on their trust business. 

Most of the Statement relates to the 
individual trust institution in its inter- 
department relations and in its dealings 
with its customers, with the public, with 
the bar and with life underwriters. For 
example, in such excerpts as the follow- 
ing from the Statement of Principles 
only the local trust institution is con- 
cerned: 


In the administration of its personal 
trust business, a trust institution should 
strive at all times to render unexception- 
able business and financial service, but it 
should also be careful to render equally 
good personal service to beneficiaries. 
The first duty of a trust institution is to 
Carry out the 
wishes of the cre- 
ator of a trust as 
expressed in the 
trust instrument. 
Sympathetic, tact- 
ful, personal rela- 
tionships with im- 
mediate _ benefici- 
aries are essential 
to the performance 
of this duty, keep- 
ing: in mind also 
the interests of ul- 
timate benefici- 
aries. It should be 
the policy of trust 
institutions that 
all personal trusts 
should be under 
the direct super- 
vision of and that 
beneficiaries should 
be brought into di- 
rect contact with 
the administrative 
or senior officers 
of the trust de- 
partment. 


* 


Personal trust 
service is of a con- 
fidential nature 


and confi- 
dences reposed in 


By GILBERT T. STEPHENSON 


a trust department by a customer should 
never be revealed except when required 
by law. 


It is the duty of a trustee to adminis- 
ter a trust solely in the interest of the 
beneficiaries without permitting the in- 
trusion of interests of the trustee or third 
parties that may in any way conflict with 
the interests of the trust; to keep and 
render accurate accounts with respect to 
the administration of the trust; to ac- 
quaint the beneficiaries with all material 
facts in connection with the trust; and, 
in administering the trust, to exercise the 
care a prudent man familiar with such 
matters would exercise as trustee of the 
property of others, adhering to the rule 
that the trustee is primarily a conserver. 


* 


It is a fundamental principle that a 
trustee should not have any personal 
financial interest, direct or indirect, in the 
trust investments, bought for or sold to 
the trusts of which it is trustee, and that 
it should not purchase for itself any se- 
curities or other property from any of its 


Henry A. Theis, vice-president of the Guaranty 
Trust Company of New York and member of 
the Banking Code Committee. An authority on 
trust charges, he will aid in the development of 
uniform fees and schedules under the Code 
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trusts. Accordingly, it follows that a trust 
institution should not buy for or sell to 
its estates or trusts any securities or other 
property in which it, or its affiliate, has 
any personal financial interest, and should 
not purchase for itself, or its affiliate, any 
securities or other property from its es- 
tates or trusts. 


Article V, Section 1 of the Statement 
of Principles, however, does vitally af- 
fect trust institutions in their relation 
with one another. It is the. section on 
compensation for trust service, and 
reads as follows: 


A trust institution is entitled to rea- 
sonable compensation for its services. 
Compensation should be determined on 
the basis of the cost of the service ren- 
dered and the responsibilities assumed. 
Minimum fees (in any community) for 
trust services should be uniform and ap- 
plied uniformly and impartially to all 
customers alike. 


The last sentence of this article de- 
serves special attention—‘minimum 
fees (in any community) for trust ser- 
vices should be uniform and applied 
uniformly and impartially to all cus- 
tomers alike.” Every word of this sen- 
tence is important, and the sentence as 
a whole is intended as much for the bene- 
fit of the trust customers of the country 
as for that of the trust institutions, 
themselves. 

As the Statement says, “compensation 


R. M. Sims, vice-president of the American 
Trust Company, San Francisco, who, as Presi- 
dent of the Trust Division, initiated the formu- 
lation of the Statement of Principles of Trust 
Institutions, which is now a part of the Code 


should be determined on the basis of 
the cost of the service rendered and the 
responsibilities assumed.” This is a 
recognition of the fact that both the 
cost of the service dnd the responsibil- 
ities assumed vary greatly in different 
estates and trusts and that the compen- 
sation for the service should be varied 
accordingly. For example, the compen- 
sation for settling an estate composed 
entirely of cash or readily marketable 
securities should be different from that 
for settling an estate composed of goods 
in process or stock in trade or real 
property. Similarly, compensation for 
administering a trust in which the trus- 
tee merely receives the income from the 
securities, and distributes it, should be 
different from that for administering a 
trust in which the trustee must manage 
real property and apply the income in 
the exercise of its discretion. Conse- 
quently, minimum fees only can be fixed 
by agreement and, if unusual or special 
services are imposed upon the trust in- 
stitution, the rate should be increased to 
fit the circumstances. 

The Committee on Costs and Charges 
of the Trust Division of the Association 
fully recognized the necessity of having 
local rather than nationwide schedules 
of fees when it said in its “Guide to 
Trust Fees” (page 5) : “There are forty- 
eight states in the Union and about as 
many varieties in rates for services as 
executor, adminis- 
trator, trustee, 
guardian, commit- 
tee, etc. In some 
states the rates are 
statutory; in some 
they have become 
practically fixed by 
precedent; in some 
discretion is given 
to the courts. In 
some the rates al- 
lowed apply to the 
total value of the 
estate or trust 
property; in some 
no fee is allowed 
on direct bequests 
in kind, and in 
some a fee is al- 
lowed only on per- 
sonal property. Al- 
so, there are a 
great many differ- 
ences in the ser- 
vices required to be 
performed. Insome 
states accountings 
as trustee have to 
be filed annually, 


in others an accounting is filed only on 
the termination of the trust, or on the 
occasion of some special happening. 
There are many other differences, both 
as to the application of rates and the 
services performed. . . . It is obvious 
that any schedule the Trust Division 
of the American Bankers Association 
might adopt could not supersede statu- 
tory rates in those states where there 
are legal schedules. However, a rate 
schedule can be set up as a guide to the 
adjustment of fees.” 


UNIFORMITY OF FEES 


JUST as in the bank Code (Article 
VIII) fair trade practices are referred 
to local clearinghouse associations, so 
in the determination of the compensa- 
tion for trust services, schedules of fees 
must be worked out by local associa- 
tions of trust institutions. 

The Code says that trust fees “should 
be uniform.” This means that fees for 
similar trust services should be the same 
both as to the method of calculation 
and as to the amount arrived at. In any 
given community the fees for serving as 
executor or as trustee or as agent should 
be the same in all the trust institutions. 
If commissions are graduated according 
to the amount or nature of the trust 
property, the same graduation should be 
applied in all trust institutions. If fees 
are divided between or among coexecu- 
tors or cotrustees, the same basis of 
division should apply in all similar 
cases. This at once suggests the neces- 
sity of uniform schedules of fees strict- 
ly adhered to by all the trust institu- 
tions of the community. It suggests also 
the abandonment of the practice of con- 
tracting beforehand, either as to fees or 
as to division between or among coex- 
ecutors or coadministrators and cotrus- 
tees, upon any basis except that set 
forth in the local schedules. 

As to the division of fees, the Com- 
mittee on Costs and Charges says: 

“The fee schedule suggested below is 
upon the understanding that the cor- 
porate fiduciary’s compensation should 
not be reduced by reason of its acting 
as a coexecutor, coadministrator, co- 
trustee, coguardian, or cocommittee. 
In any instance where one or more co- 
executor, coadministrator, cotrustee, 
coguardian or cocommittee serves, 
such additional associate or associates 
should receive compensation over and 
above the compensation allowed the cor- 
porate fiduciary.” 

The new Bankers Code says that trust 
fees should be “applied uniformly and 
impartially (CONTINUED ON PAGE 56) 
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HAT effect is the new Admin- 

istration’s set of farm laws 

showing on banking, more par- 
ticularly on the country banks? Will the 
effect be greater in the future than is 
already demonstrated? Just where are 
these laws leading? 

These and a whole set of related 
questions are of major significance to 
the welfare of the nation, of the rural 
districts and of the banks which live 
for and by the farmer. If the effects are 
in general favorable, if the direction in 
which they tend is desirable and lends 
strength to the country banks, then the 
nation’s banking machinery will re- 
cover just so much more quickly its 
full usefulness and prosperity. 

Unfortunately the problems are too 
complex for simple outlining. If we 
had to set up two major headings, how- 
ever, they would be farm mortgage fi- 
nancing and farm produce prices. But 
along with these we have such miscel- 
lany as counter loans of country banks, 
the farmers’ morale, crop curtailment 
and processing taxes, inflation, general 


Country Banks 
Since the A. A. A. 


By 
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W. E. BARKLEY 


Barkley is president of the Lincoln 


Joint Stock Land Bank, Lincoln, Nebraska 


purchasing power and chattel mort- 
gages. They are all intertwined. 

The difficulties of the country banks 
had many of their roots in farm mort- 
gages. These roots are still there, and 
about as importantly as ever. Many of 
the closed banks were closed because of 
farm mortgages; many of them were 
closed because of poorly chosen general 
market bonds in their secondary reserve 
accounts. In practically every bank 
which is still open on a restricted basis, 


NESMITH 


a sizeable block of farm mortgages is 
found among the slow assets. This 
means that to this extent farm mort- 
gages have tied up the purchasing 
power of the depositors whose cash is 
tied up in these banks. Another place 
where farm mortgages are throttling 
purchasing power is on every farm 
where the owner is struggling to pay 
interest and principal which eat up all 
the purchasing power that he—and the 
nation at large, likewise—needs for use 
in normal channels of trade. 

Most of the country banks doing an 
unrestricted business also have in their 
portfolios some farm mortgages of zero 
liquidity right now. Moreover, most of 
the country banks, whether closed, re- 
stricted or wide open, have farm land 
which has come to them either through 
foreclosures or voluntary take-overs; 
and they unanimously wish they did 
not have it. 

Farm mortgages have, then, been a 
well-nigh intolerable burden to the na- 
tional finance. The farm mortgages of 
life insurance companies, savings banks 
and joint stock land banks have been 
and still are part of the whole load. The 
situation has been a millstone on our 
neck. 

Some major corrective measures 
have been essential to reverse the trend. 
For the farmers have until recently 
been so discouraged that they have 
practically been thrusting their farms 
upon the unwilling mortgage holders. 
Literally dozens of them whose mort- 
gages this land bank held last winter 
refused to keep their farms, even though 
they were assured that crop prices 
would be forced upward. The situation 
was rapidly (CONTINUED ON PAGE 77) 
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I. May 4—Great Expectations 


INFLATION BILL ADOPTED 
IN THE HOUSE BY 307-86 
30 REPUBLICANS BACK 11 


PENDULUM 


May to October 


ad Cabinet Plan 


By The Associated Press. 


dont and ‘he Cabinet | Concedes Point 


IV. October 5—The Legion Opposes 


II. July 21—Market Lesson 


Roosevelt Acts to Steady 
Farm Prices as Stocks Fall 


Atol7in 3d Day’ Selling 
9574, 150 Shares Sold | How Stocks Dropped Trade 


in Heaviest Day Since C&lled to Washington 
Oct. 30, 1929; Ticker corner stork ne to Consider on Monday 


43 Mins. Late at Close say Steps toEndFluctuation 


Cotton Off 86a Bale;| President Aloof 
Bonds Slump 2to5 ALES | On Stock Declines 


Suffer Fur- Feels That Rise ‘Was Re- 
4. ACME 
ther Losses; Sold-Out | sult of Speculative Ac- ROOSEVELT spoke to the Legion. The Legion spoke to him 


III, October 2—A. F. of L. Opposes V. October 11—Sound Federal Credit 


OBE 
PRESIDENT GREEN: . . . when the worker earns a dollar TREASURY: Treasurer Julian, Dr. Sprague and Governor 
he wants to be sure that that dollar is a real dollar and that it Black watch Undersecretary Atcheson draw lots for the re- 
does not represent to him a reduction in buying power demption of $1,900,000,000 4th Liberties on April 15, 1934 
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Thos. Willing, Esq. 


By JOHN HANNA 


The First American Bank President 


Mr. Hanna, who has recently contributed two other articles 
to the JOURNAL, is professor of law at Columbia University 


F an outsider were asked to name the 

great men in the history of Phila- 

delphia he would begin with Ben- 
jamin Franklin and would perhaps add 
Robert Morris, S. Weir Mitchell and a 
few modern celebrities like Edward Bok, 
Cornelius McGillicuddy, Stokowski and 
Mr. Justice Roberts. A real Philadel- 
phian, on the other hand, no matter how 
small his list of the city’s notables, as- 


Charon 


suming it included more than Franklin, 
would always mention one name of 
which few outsiders would have heard. 

That name is Thomas Willing. 
Thomas Willing was born in 1731. His 
grandfather, also Thomas Willing, a 
Bristol merchant, made two trips to 
America and ultimately established his 
son, Charles, in business in Philadelphia 
in 1728. Charles married into the Ship- 
pen family, was mayor of Philadelphia 
and died in office in 1754 during a yel- 
low fever epidemic. The Thomas Will- 
ing whose name is one of the monu- 
ments of Philadelphia succeeded to his 
father’s prosperous business at the age 
of 23. Thomas had been educated in 


England at Bath under the care of his 
grandmother. He read law at the Inner 
Temple, was affiliated with the English 
established church and when he came 
back to Philadelphia in 1849 his social 
prominence was such that he was al- 
most at once made a manager of the 
Assembly dances. 

Thomas Willing’s responsibility to his 
mother and sisters and his early interest 
in public affairs caused him to postpone 
his marriage to the advanced age of 32. 
By that time he had already been the 
secretary of the Pennsylvania delegates 
to the Albany Congress, a trustee of the 
University of Pennsylvania, a judge of 
the orphans’ court and was about to be 
chosen mayor of Philadelphia. Because 
of his late marriage he had only 13 chil- 
dren. Although this excellent man lived 
into his ninetieth year his first marriage 
was his last. 


After Yorktown the monetary unit gradually changed. 
Willing’s bank issued its own paper money 
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demand, One Ninetieth of 4 
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“This excellent man, in all the re- 
lations of private life, and in vari- 
ous stations of high public trust, 
deserved and acquired the devoted 
affection of his family and friends, 
and the universal respect of his 
fellow citizens.” 

—HORACE BINNEY 


on Thomas Willing 


Thomas Willing was a lawyer and 
public man, but he was also and per- 
haps primarily a merchant and capital- 
ist. He was for many years closely as- 
sociated with Robert Morris. Before, 
during and for a short time after the 
Revolution Morris was a junior partner 
in different firms, all headed by Thomas 
Willing. The firm traded with Europe 
and the West Indies and had a con- 
siderable establishment in Philadelphia. 
From the firm’s advertisements one ob- 
serves that they sold superfine Devon- 
shire kerseys, callimanicoes, padusoys, 
gold wire buttons, cannon and pistol 
powder, tenpenny nails, crosscut saws, 
rope, pipes, Havannah sugar, Rhinish 
wine in casks, Bristol beer, prunes in 
hogsheads, boxes of brimstone, violins, 
Gold Coast negroes of natural good Dis- 
positions and spinning wheels. The firm 
also did an active business at times in 
indentured servants. 

As mayor in 1763 and as judge of the 
supreme court from 1767 to 1777 it was 
only natural that Thomas Willing would 
play a prominent part in determining 
the relations of Pennsylvania to the 
mother country during the disputes that 
brought on the separation from Eng- 
land. Willing was an active, if inde- 
pendent, patriot. He signed the non- 
importation resolutions in 1765 and 
presided in 1774 at a Philadelphia meet- 
ing protesting the closing of the Port of 
Boston and calling for a Continental 
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Congress. When the Pennsylvania Pro- 
vincial Congress met in July, 1774, 
Thomas Willing was chairman, although 
he was not a delegate to the First Con- 
tinental Congress. John Adams, in his 
diary, refers to a dinner at Thomas 
Willing’s house in Philadelphia, October 
11, 1774. Washington was there and 
John Jay, Patrick Henry, Peyton Ran- 
dolph and others. Adams reported that 
he had a splendid dinner, including tur- 
tle and everything else and found Will- 
ing the most agreeable of all the party. 

Willing was one of his state’s dele- 
gates to the Second Continental Con- 


“The lower story is one main room, with three small apartments, 
divided off by a boarding about four feet high, with turned 
ballusters on the top, for the use of the President, Cashier, and 
a discount-room, and a counter in the middle nearly the length 
of the main room; a girder under the second floor supported by 
three turn’d columns; a large vault on the west side of the room 
three stories high, with iron doors opening into it in each story. 
...” —-A contemporary description of the Bank of North 


America Building 


gress, which met at the Pennsylvania 
State House on May 10, 1775. There 
were nine Pennsylvania delegates, in- 
cluding Benjamin Franklin, Robert 
Morris, John Dickinson and James Wil- 
son. Pennsylvania, like New Jersey, 
New York, New Hampshire and Mary- 
land, instructed its delegates to oppose 
any move for independence. The Penn- 
sylvania attitude undoubtedly repre- 
sented Willing’s own opinion. Not only 
his conservative inclinations and his 
ties with the British Bar and the Eng- 
lish Church impelled him against in- 
dependence but he, with many other 
residents of Pennsylvania, felt that in- 
dependence might have an unfavorable 
effect upon the governmental institu- 
tions of their own Colony. Pennsylvania 
was governed under a charter granted to 
the Colony by William Penn in 1701. 
By this charter and the supporting stat- 
utes enacted under it the people of 
Pennsylvania had a degree of indepen- 
dence perhaps beyond that of any of 
the other Colonies. The colonial gover- 
nors of Pennsylvania, on the whole, had 
been liberal and highly esteemed. 

The at- (CONTINUED ON PAGE 58) 
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An Aeademic View 


Of the Deal 


of the New Deal affect the teach- 
ing of business and finance in 
colleges? Has there been an economic 
revolution in the United States or not? 

So widely have these questions been 
debated—so much has been said and 
written about the American Fascism, 
about State Capitalism, and about our 
plunge into Socialism—that the Jour- 
NAL desired to find out just what author- 
ities on this subject, as a body, thought 
about it. If a New Order has, indeed, 
sprung up in the United States during 
the last few months, then that fact would 
certainly be recognized by the faculties 
of economics and business administra- 
tion of our great universities. 

Only a few weeks ago the students of 
these universities returned for another 
term. What are they being told by their 
instructors? Were the old textbooks to 
be thrown out the window and were 
economic and business curricula to be 
remodeled from the ground up? Or how 
was the changed situation—assuming 
that it was a changed situation—to be 
met? 

The heads of more than a score of 
schools of business and finance have 


ee will the legislative program 


28 


College Teachers of Economics Are Waiting 


For the Experiment to Prove Itself 


been sought out by the JOURNAL in an 
effort to arrive at an answer to this 
question—the heads of schools repre- 
senting every important section of the 
United States, and calculated to repre- 
sent every shade of politico-economic 
philosophy. In spite of their number, 
and in spite of their geographical distri- 
bution, these authorities show a rather 
remarkable unanimity of opinion. 

Here are the main conclusions on 
which they are in virtually complete 
agreement : 

1. It has not been found necessary to 
introduce new economic courses, nor 
seriously alter old ones. 

2. This is true, first, because the 
American economic system as we knew 
it a year ago has not (reports to the 
contrary notwithstanding) been abol- 
ished nor supplanted; second, because 
most courses in economics deal with 
questions of function, not structure, and 
these functions—the “fundamental prin- 
ciples’ of economics—do not change 
over night, nor even over a few years. 

3. It is not so much a question of 
whether the material in the economics 
text books will survive as it is a question 
of whether the present experiments are 


based upon sound economics, the an- 
swer to this question determining whe- 
ther or not they are to survive. 

4. So far as the twin major experi- 
ments of the New Deal are concerned— 
the N.R.A. and the A.A.A.—“‘some parts 
of them may work.” 

In other words, our educators in the 
field of economics and finance do not 
share the view of many of our “inter- 
preters” of developments in the United 
States that we have been placed on a 
new and permanent economic basis. 
They do not agree, in the first place, ap- 
parently, that the New Deal represents 
such a sweeping change; in the second 
place, they are by no means yet pre- 
pared to admit that the present program 
as a whole is going to succeed in attain- 
ing its objectives. Not the least of the 
collateral implications of the latter is 
that the so-called “brain trust” does 
not necessarily represent a cross-section 
of professorial opinion on recovery mat- 
ters. 

“In times of crisis, such as that which 
we are now going through,” said the 
head of one of the larger middlewestern 
schools of commerce, in discussing the 
nature of the present experiments, “‘steps 
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“The rules and methods may change, the scenery may be 
shifted, but economic laws and principles of business—always 
subject to refinement and _ redefinition—will persist” 


“The measure of success which the present program of our 

Government will attain depends on the degree to which its 

management of economic affairs is carried on within the gen- 
eral framework of basic economic laws” 


may properly be taken to create the 
psychology of confidence, which in all 
periods of depression sinks to a point 
unwarranted by the facts. Furthermore, 
adjustments in economic practices and 
organization, long sought by those who 
believe in social betterment through leg- 
islation, may be, and usually are, 
speeded up. Situations may arise de- 
manding even extraordinary measures. 
All constructive teaching should recog- 
nize these truths at all times, and at 
times such as the present should give 
them more than the usual emphasis. 
But this does not involve teaching a 
New Economics. 

“The developments of the last six 
months in Washington give an oppor- 
tunity to arouse unusual interest in 
classes dealing with all sorts of economic 
problems, but they have not overthrown 
the foundations upon which production, 
consumption and _ distribution rest. 
They give ground for shifting emphasis 
in instruction, but they have not placed 
the fundamentals of economics in the 
discard. That, in the long run, is the 
place where those measures will be found 
which disregard the fundamentals of 
economics.” 

Needless to say, the recent securities 
and banking legislation has made it 
necessary for teachers in these subjects 
to introduce a good deal of new material 
of a factual nature into their courses. 
But that, as several school heads were 
quick to point out, is no different from 
what has been true right along. Said 
the dean of one of the leading business 
schools in a large eastern city: 

“Our own educational method is such 
that we are necessarily sensitive to 
changes that affect business conditions. 
We regard—and always have regarded 
—current business as a laboratory for 
economists, wherein older principles of 
economics can be tested and new ones 


evolved. In other words, our attitude 
must be a critical analysis of economic 
changes, not a surrender to new and un- 
proved experiments.” 

The head of another eastern college 
of business administration put it this 
way: 

“The changes that have been made 
will, of course, bring changes in the 
teaching of business and finance. But 
you should remember that at any stand- 
ard college of business these subjects are 
taught today only in a small part out of 
text books. Even under what we would 
now refer to as ‘normal’ conditions these 
subjects have been changing constantly, 
and it has been necessary for instructors 
to keep closely in touch with current con- 
ditions. I should consider as a matter of 
fact, that members of my faculty in the 
departments of economics, finance and 
business management were seriously 
open to criticism if the material that 
they brought to their classes were not 
fresher than that to be found in current 
magazines.” 

“Isn’t this demanding a good deal of 
them?” one might ask. 

“Not at all,” says this authority in 
effect, “not, at least, in our school. And 
I imagine the same applies to many 
other schools. I'll tell you why it is not 
asking anything excessive in our school. 

“The head of our department of fi- 
nance is an honorary vice-president of 
one of the city’s largest banks. He has 
a desk at the bank and spends a good 
deal of time there. During the bank holi- 
day, and for some time thereafter, he 
was at that bank or some other bank 
most of the day and frequently a good 
many nights. He is thus in a position 
to bring to his class material that is ‘hot 
from the forge’. 

“But this man is not an isolated ex- 
ample. Our economics instructors are 
actively connected with the N.R.A. ad- 
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ministration. Our instructors busi- 
ness management are advising with the 
various trades in the preparation of their 
codes. I happen, myself, to be chairman 
of the state board of the N.R.A. Indeed, 
I can say that all of the men who deal 
with these subjects are themselves a part 
of the changing economic organization, 
and their teaching no doubt reflects their 
actual experience with this work. 

“There have been many changes, it 
is true, but the basis of our economic 
system is very much the same as it was 
one year, ten years, or 30 years ago. We 
are not displacing the capitalist system 
nor introducing elements that vitiate it. 
We are, I believe, building on it, fitting 
it better to meet the needs of modern 
society.” 

The head of a southern school of com- 
merce and administration was asked 
what he thought of the significance of 
the drift of events at Washington from 
an economic standpoint. 

“We in our school do not consider,” 
he replied, “that the present plans for 
the cooperative control of business abol- 
ish our old economic system. For a long 
time past we have had increasing meas- 
ures of business control to such an ex- 
tent that the old laissez faire has been 
gradually giving away to increasing 
government control of business in many 
fields.”’ 

This point was elaborated by the dean 
of one of (CONTINUED ON PAGE 46) 
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The Nature of ‘Taxing Power 


HE power of taxation is a power 

which is inherent in every govern- 

ment. Accordingly, if taxes have 
been paid to a de facto government they 
cannot be recovered after such de facto 
government has been overthrown 
(O’Byrne vs. Savannah, 41 Ga. 331), 
although uncollected taxes of a de facto 
government are uncollectible after its 
overthrow. Not only is the power of tax- 
ation a sovereign power, but it is also 
a power which rests absolutely in the 
discretion of the legislature, so far as the 
choice of things to be taxed is con- 
cerned. The Constitution did not specifi- 
cally grant the taxing power to the leg- 
islature nor need it specify what may 
be taxed; the taxing power is included 
in the general grant of legislative power, 
and the legislature in its discretion may 
tax any property (People vs. Coleman, 
4 Calif. 46). 

The case last cited is still good law 
insofar as the decision holds that the 
subjects of taxation are to be determined 
by legislative discretion, but two mis- 
leading dicta in the case should be cor- 
rected. It is no longer sound law in 
California or anywhere else that a state 
can levy discriminative taxes on the sale 
of goods on the basis of their origin in 
interstate or foreign commerce, nor is it 
sound law that the legislature cannot 
exempt certain classes of property from 
taxation, as some of the dicta of this 
case might lead a student to believe. 

Taxes may be levied by the legislature 
without regard to the benefits which the 
taxpayer receives. The taxpayer must 
pay taxes for the public schools, whether 
he derives any benefit therefrom or not, 
because he is a citizen or resident of the 
state and as such subject to its burdens. 
The question of the benefit received by 
the taxpayer becomes of importance 
only in the case of local assessments, 
which in the theory of our law are sup- 
posed to be paid only by property own- 
ers whose property has been benefited 
by the improvement. In New York, 
however, the courts will not review an 
administrative determination that a 
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Mr. Fuld is a member of the New 
York Bar and editor of Corpus Juris 


particular piece of property has been 
benefited and is on that account subject 
to a local assessment (People vs. 
Brooklyn, 4 N. Y. 419). This is due in 
large part to the peculiar manner in 
which assessments are supposed to be 
levied in this state. Commissioners are 
appointed by the court and they make 
a personal investigation of each parcel 
of property which is to be assessed. 
They also hear testimony, and so their 
determination of the property to be 
assessed is in the nature of a judicial 
determination. If the levying of an 
assessment is a taking of property the 
New York courts regard it as having 
taken place as the result of due process 
of law, and there is very little opportu- 
nity for questioning in the courts whether 
all the property within a given assess- 
ment district or whether any particular 
piece of property within the district has 
been benefited. Neither the New York 
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procedure of levying assessments nor 
the peculiar rule of law regarding the 
finality of the administrative deter- 
mination is followed in most states. 
Many states follow the front-foot rule 
in the levying of assessments. According 
to this rule the cost of the local improve- 
ment is divided by the number of front 
feet in the assessment district defined by 
the legislature and the quotient is multi- 
plied by the number of front feet in each 
parcel of land, to determine the amount 
of assessment which is to be levied on 
that parcel. Under such a system of 
assessment any owner can review the de- 
termination of the legislature that he 
has been benefited by appealing to the 
courts (69 Pa. St. 352). In the case last 
cited it was held on a court review that 
it was improper to assess on suburban 
farmers the cost of building a boulevard 
which runs out of the city. The whole 
subject is discussed at considerable 


Several striking changes have taken place since the last pre- 
war year, 1914, in the relative size of the various factors 
which make up the long term debts in the United States. At 
that time the Federal debt was only 2 per cent, during the War 
it rose to 22 per cent, and is now about 11 per cent of the 
total. Debts of the states and municipalities have remained 
practically constant at between 13 per cent and 15 per cent. 


The most radical change has been in the debts of railroads, 
which in 1914 were nearly one-third of all the long term 
debts in the country, while today they represent only about 


11 per cent of the total. 


The percentage of urban mortgages has risen from 14 to 
22, and during the same period farm mortgages have de- 
creased from 10 to about 6 per cent of the total debts. 


length by Judge Dillon (Municipal Cor- 
porations, 932). It is well settled law 
that the levying of special assessments 
upon particular districts is not repug- 
nant to the provisions of the Federal 
Constitution, provided that there is 
some regard in the manner of the assess- 
ment to the actual benefit received by 
the owner (96 U. S. 97). The legislature 
can determine this question of benefit 
itself or delegate its determination to 
some other authority. 

It should be borne in mind that there 
is only a single distinction between taxes 
and assessments—in the case of taxes 
there is no necessary relationship be- 
tween taxation and benefit received, 
while in the case of local assessments 
there is such a necessary relationship. 
In New York this relationship is deter- 
mined conclusively by the legislature or 
its delegate and in most other states the 
court will determine it. It is also gen- 
erally true that taxes are periodical pay- 
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ments to the government and _assess- 
ments are occasional payments, but this 
distinction is not a fundamental one. In 
some states there are special taxes levied 
not occasionally but periodically upon 
the owners of property in a particular 
district which has been benefited by an 
improvement, the money being used to 
pay interest on the bonds issued for the 
improvement and to provide a sinking 
fund for the payment of the principal. 
Although in an early case the United 
States Supreme Court held that when 
an assessment is levied substantially in 
excess of the benefit received this is a 
taking of property without due process 
of law, this decision has been whittled 
down in subsequent decisions until at 
the present day it is sound law only for 
the exact state of facts involved therein. 
The United States Supreme Court 
would today interfere only in an ex- 
tremely aggravated case, and the sub- 
ject of assessments is almost completely 
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in the hands of the municipal authori- 
ties who derive their powers by delega- 
tion from the legislature. 

Taxes are obligations of the public 
law and are not governed by the rules 
of the private law. Unpaid taxes will 
not carry interest unless interest is spe- 
cially provided for by statute as a pen- 
alty to encourage their prompt payment 
(Shaw vs. Peckett, 26 Vt. 482). Nor 
may a creditor of a town attach its un- 
paid taxes, since it is more important 
that the government should go on than 
that private rights be protected (102 
U. S. 472). Similarly taxes cannot be 
offset against debts, since the one is an 
obligation of the public law and the 
other an obligation of the private law 
(Johnson vs. Howard, 41 Vt. 122). But 
although it is true, generally speaking, 
that taxes are not debts, in the private 
law conception of that term, yet if the 
method provided by statute for the col- 
lection of a tax fails, the government 
may, unless prohibited by statute, col- 
lect the tax by means of a suit in the 
nature of an action for debt (Meredith 
vs. U. S., 13 Peters U. S. 486). Thus 
under the Federal customs laws if the 
bond given by the importer for the pay- 
ment of the duties becomes valueless 
the Government can sue the importer 
as for a debt. 


AN UNLIMITED POWER 


THE taxing power when exercised by 
the proper constitutional authority is 
absolutely unlimited. In other words, 
the taxing power may be employed to 
destroy (Veazie Bank vs. Fenno, 8 Wall 
U. S. 533). Taxes have been imposed 
upon the notes of state banks with a 
view to destroying that means of circu- 
lation, upon oleomargarine to drive its 
manufacturers out of business, upon 
liquor dealers to lessen their number 
and upon advertising signs to drive 
them out of existence. The power of 
taxation can be used to regulate or de- 
stroy subjects which do not lie within 
the police power of the taxing authority. 
The Federal customs laws illustrate very 
well the tremendous power of a taxing 
authority, which can destroy the busi- 
ness of some men and give prosperity to 
others. The taxing power is also tremen- 
dous by reason of the fact that the courts 
will not review the amount of the tax 
but will leave the amount entirely to 
the discretion of the legislature. Further- 
more, the taxing power is a legislative 
power which can only be exercised by 
a legislative authority; if the legisla- 
tive authority of a town refuses to levy 
a tax the (CONTINUED ON PAGE 60) 
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Life Insurance 


As Collateral 


By C. DIXON HEYER 


The author is in the loan department of 
the Provident Trust Company, Philadelphia 


IFE insurance has two separate and 
distinct values to the insured. The 
more important of these is the pay- 

ment of the face amount of the policy at 
his death. The other feature, the loan or 
cash value of the policy, provides the 
policy holder with a valuable asset 
which he may use during his lifetime. 
If a bank is to take an assignment of a 
policy, the circumstances will determine 
whether one or both of these benefits 
will be transferred to the assignee. 

The need for the simplest kind of 
assignment occurs when the bank has 
an unsecured loan which might be diffi- 
cult or impossible to collect if the bor- 
rower should die before making payment 
in full. By executing an insurance as- 
signment the borrower protects the bank 
and protects his estate from the dangers 
of forced liquidation at an unfavorable 
time. A collateral assignment will make 
the obligations held by the assignee a 
first charge against the face amount of 
the policy at the death of the insured 
except, of course, for policy loans, and 
this assignment may cover any of the 
various types of insurance. 

Under many circumstances the client 
who owns an insurance policy with a 
sizeable cash value may wish to trans- 
fer to his bank the right to use this as- 
set. He may prefer to borrow from his 
bank rather than from his insurance 
companies because of a more favorable 
rate or because he will feel more obli- 
gation to repay the bank, or he may 
wish to use the cash value to furnish 
additional security for a loan already 
made, to protect a letter of credit, or for 
any other purpose for which a readily 
marketable security could be used. These 
demands call for an assignment of his 
right to surrender his policy for its cash 
value or to obtain a loan on it. 
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A casual investigation into the opera- 
tion of assignments and into the regula- 
tions of insurance companies will con- 
vince anyone that there are variations 
worthy of close attention. Unfamiliarity 
with them may leave the bank unpro- 
tected. The steps taken in the assign- 
ment of a policy and the points to be 
given special attention will be considered 
in the order in which they most com- 
monly occur. 

A change of beneficiary is simple and 
fairly uniform. Policies are drawn pay- 
able at the death of the insured to the 
estate of the insured or to a named 
beneficiary who may be designated rev- 
ocably or irrevocably. Unless the bene- 
ficiary is to join with the insured in the 
execution of the assignment, which is 
not always to be desired, most com- 
panies require that the policy be made 
payable to the estate of the insured be- 
fore recording the assignment. This 
change can be made on a form signed 
by the insured alone, unless the designa- 
tion of beneficiary was made irrevoc- 
able, in which case the beneficiary must 
sign with the insured. Some companies 


embody this in their assignment forms, 

In general there are two forms of as- 
signment, known as collateral assign- 
ments and absolute assignments. The 
former are intended to give protection 
to the assignee only in case of the death 
of the insured, and the companies which 
will pay cash values on such assign- 
ments are few and far between. It is 
therefore necessary to insist on absolute 
assignments when cash value protection 
is required. 

Distinguishing between the two forms 
of assignments is not always easy. Some 
companies print only the collateral form 
and some only the absolute form, but 
the majority have both. The careful 
banker will, in his first experience with 
each insurance company, obtain a letter 
of confirmation from the home office re- 
ferring to the rights transferred by a 
particular form. The most usual word- 
ing of a collateral assignment reads in 
part, “For value received, I hereby as- 
sign, transfer and set over unto 
all my right, title, and interest in policy 

etc.”, but “all my right, 
title and interest” does not, for some 
reason, include the right to cash sur- 
render or loan values. The absolute as- 
signment form of some companies is 
worded in almost exactly the same way, 
but most absolute forms recite the fact 


... the conduct of a bank is based fundamentally upon the reali- 


zation of certainties; life insurance is protection against un- 


certainty. In making a loan, the banker depends upon life in- 


surance to protect him—and the depositors whose money he is 


loaning—against uncertainties. He makes use of life insurance, 


in its true function—that of removing uncertainties, in order 


that he may keep his own business within its proper bounds, 


dealing in relative certainties. —Walter W. Head, president of 


the General American Life Insurance Company in St. Louis, in 


a speech delivered before the American Life Convention in 1923 


OBSERVATIONS 
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IN PURCHASES OF LAND, axv IN MERCANTILE ADVENTURES, 


Life insurance has passed through many stages 


since its 


beginnings in ancient times. A 


vast 


amount of attention has been given to calculations 
of life expectancy tables, many of which were 


formerly based on statistics of a pseudo-scientific 


nature. The 19th century witnessed many reforms 
in this phase of insurance 


that the right to obtain cash surrender 
or loan values, without further consent 
from the insured, is transferred to the 
assignee. If there is no such statement 
in the form, the best practice is to write 
it in. Regardless of other wording, any 
company will refuse to consider abso- 
lute an assignment in which are the 
words “collateral”, “to secure” or “as 
interest may appear”. 

The problem of making the cash value 
of a policy available is not necessarily 
solved upon the execution of an absolute 
assignment form. After an exchange of 
letters in which questions about the 
availability of cash values or absolute 
assignments have been answered satis- 
factorily by the insurance company, the 
banker may permit the value of a bor- 
rower’s other collateral to drop below 
the face of the loan, relying on the value 
of the insurance to protect the account. 
When, at a later date, he requests pay- 
ment on the policy, explaining the rea- 
son for his request, he may receive a 
letter from the insurance company de- 
clining to make the payment, worded 
something like this: “Our assignments 
are interpreted not only from the word- 
ing of the form itself, but from all cor- 
respondence and information available 
concerning each case. In your letter you 
stated that the policy in question was 
assigned as protection to a loan and we 
must, therefore, consider it as a col- 
lateral assignment. Cash or loan values 
on policies so assigned cannot be ob- 
tained without the signature of the in- 
sured,” 

Similar cases may occur based on 
slightly different facts. For instance, a 
company’s agent may say that an abso- 
lute assignment gives the assignee all 
rights under the policy. This, perhaps, 
is correct so far as it goes, but the bank 
which does not get further confirmation 
may find, after relying on this informa- 
tion, that if the assignee is a financial 
institution, this particular insurance 
company presumes that the assignment 
was executed for collateral purposes, and 
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will therefore not 
recognize it as abso- 
lute, or pay out cash 
values to the as- 
signee, regardless of 
the fact that the as- 
signment is absolute 
in form. 

This stand, taken 
by a number of com- 
panies, seems at first 
glance to be entirely 
unreasonable. It is, 
however, based on a 
principle brought 
out in the case of 
New York Life In- 
surance Company vs. 
Rees, decided in the 
United States Cir- 
cuit Court of Ap- 
peals (19 Federal 
Reporter 2nd Series, page 781). In this 
case the beneficiary, the wife of the in- 
sured, brought suit to recover the face 
amount of a policy which had been sur- 
rendered for its cash value by a bank 
which held an assignment absolute in 
form. She claimed that the bank had no 
right to surrender the contract which it 
did not actually own, but merely held 
as pledgee. The insurance company was 
able to avoid paying the claim only by 
showing that they had no knowledge 
that the policy was actually held as col- 
lateral, pleading the point of law that 
the pledgeor, by clothing the bank with 
the apparent title, whereby the insur- 
ance company was induced to deal with 
the property to its own injury, was 
thereby estopped from claiming that the 
apparent title was not the true title. 
Had the insurance company known of 
the pledge it would have been put on 
notice that the bank did not have an 
unquestionable title which could be sur- 
rendered for the cash payment. 

Companies relying on the points in 
this case require that the pledge of the 
policy be foreclosed according to the 
laws of the state concerned, which may 
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be a simple matter of notice and private 
sale, or may involve more complicated 
legal proceedings. Unless a bank is will- 
ing to go through such processes to ob- 
tain cash values it is well to avoid poli- 
cies issued by companies which follow 
this practice, as an inadvertent word 
might at any time put the company on 
notice of the pledge of the policy, and 
make a cash surrender payment with- 
out foreclosure impossible. Fortunately 
there are relatively few companies with 
which such a situation could occur. 

If any reliance is to be placed on cash 
value it is always advisable to get a con- 
firmation from the insurance companies 
covering policy loans and outstanding 
assignments, both of which would rank 
ahead of rights acquired by a new as- 
signee. Some companies make a practice 
of retaining all policies against which 
loans have been made, but most com- 
panies return the policy after placing on 
its margin with a rubber stamp a state- 
ment that a loan has been made on it. 
A direct confirmation is protection 
against overlooking a sometimes incon- 
spicuous marking, and verifies the 
amount of (CONTINUED ON PAGE 75) 
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EDITORIALS 


Insurance Examinations 


<W persons outside the banking field comprehend 

the gigantic dimensions of the task undertaken by 

the Federal Deposit Insurance Corporation in ex- 
amining banks for participation in the guaranty fund. 
The prospect at this moment is that the work will be 
completed in ample time for the great experiment. 

National bank examiners, carefully selected, were 
sent to various state capitals. These men were assisted 
by approximately 800 examiners chosen because of 
their familiarity with conditions in each state. This 
number includes 275 national bank examiners and as- 
sistant national bank examiners, 56 Federal Reserve 
examiners and 468 examiners from various states. 

A report on each examination is sent to the super- 
vising examiner at the capital of the state. He passes 
on the report and forwards the application to Wash- 
ington. The state authorities in each case must certify 
to the solvency of a bank making application. 

There is no expectation, of course, that all banks 
will be able to qualify. However, in order to avoid, 
as far as possible, embarrassment or distress for thou- 
sands of depositors in banks which cannot qualify for 
insurance, the Administration set up the Deposit 
Liquidation Board within the structure of the Recon- 
struction Finance Corporation. This board is author- 
ized to advance cash up to 50 per cent of the value of 
assets that are frozen or very cold. 


The Banking Code 


HE Code, as signed by President Roosevelt, in- 
cludes several minor changes from the form in 
which it was adopted by the Convention of the Asso- 
ciation at Chicago. These changes apply particularly 
to labor. It was absolutely forbidden to employ any- 
oné urtder 16, or a higher age where such is required 
by the laws of the state where a bank is located. The 
code adopted at Chicago provided that an exception 
might be made in the case of persons of 14 and 15 who 
could be employed not to exceed three hours daily be- 
tween 7 A.M. and 7 P.M. in such work and within 
such hours as would not interfere with day school. 
In the matter of apprentices, also, the revised Code 
provides that the period of service at 80 per cent of the 
minimum wage shall not exceed six months, instead of 
one year, as provided in the Chicago draft. It is also 
stipulated that the number of apprentices employed 
shall not exceed one for each 20 employees or fraction 
thereof. There is also the additional provision that 
compensation for employment now in excess of the 
minimum wages provided for in the Code shall not be 
reduced because of hours of work being reduced. 
The scheme of organization of the administration 
of the Code also has been perfected by broadening it 
considerably. Under the revised Code the Banking 


Code Committee, which is to cooperate with the Ad- 
ministrator in enforcing the Code and which in fact 
represents more or less self-government for the banks, 
consists of 15 men selected by the American Bankers 
Association who are truly representative of the mem- 
bership of the Association, and one man chosen by at 
least 51 per cent of banks—as measured by resources 
—which are non-members of the Association, and one 
or more representatives without vote appointed by 
the President of the United States. The provision for 
a representative of banks not members of the Associa- 
tion is new. 


Government Credit 


phen important deductions can be drawn from 

the October 15 financing of the Federal Govern- 
ment. One is that, as a ten to one proposition, the 
Treasury would not have attempted the refunding of 
the Fourth Liberty 41/s if there had been any inten- 
tion of inflating the currency between October 15 and 
June 15 next. It is possible, of course, that the road to 
inflation is paved with good intentions. 

A second deduction is that, whatever financial 
vagaries may be current from time to time, the public 
debt is being managed in line with policies which have 
obtained since the heavy war financing in a compact 
and orderly whole. While the need of the Government 
for funds is manifest, there is to be no attempt at short 
cut financing by continued reliance upon the short 
term money market for long term funds to the tem- 
porary but only temporary advantage of the Treasury. 
Loose ends of Government issues are gathered up as 
rapidly as circumstances permit and the Government, 
as far as possible, is shaping circumstances rather than 
waiting for circumstances to shape themselves. 

In other words, it is proceeding upon the assump- 
tion that the Government’s credit is unimpeachable, 
that there is plenty of money to be had for the asking, 
and that the Government in Washington can do as 
well in the money market as any Government in the 
world in spite of apparent aberrations from ortho- 
doxy. 

It is worth noting, also, that the Treasury is at- 
tacking the chief problem first without preliminary 
maneuvering or shilly-shallying. In calling 30 per cent 
of the $6,268,095,250 Fourth Liberty 414s for re- 
demption it passes by the $535,982,600 of the First 
Liberty issues which has been callable since June, 
1932, as well as the First Liberty 314s amounting to 
$1,392,227,350 and the converted 4 per cent issue of 
$5,002,450 which also are callable. These smaller 
issues can be handled readily at some opportune date 
in a way to fit some new medium term issue to replace 
them into the orderly maturity schedule which the 
Treasury has been working upon for several years. 
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A Billion Dollar Obstacle 
To World Recovery Plans 


with South American countries are 
necessary to any workable plan for 
world trade revival. At the present time, 
however, any moves toward extended 
South American business commitments 
in this country are embarrassed by the 
state of the dollar bonds that have been 
sold here over the past few years. To 
bring some order into this involved sit- 
uation is a task of paramount impor- 
tance. 
Seven of the South American repub- 
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lics have borrowed dollars in this mar- 
ket, giving long term bonds as tokens of 
their indebtedness. Not only the na- 
tional governments of these countries, 
but also their states, departments, prov- 
inces, municipalities and corporations 
have solicited and received accommoda- 
tion, with the result that this debt aggre- 


gates about $1,461,216,600 outstanding, 
The very large proportion of $1,133, 
428,700 is not at present yielding the 
stipulated interest, and $61,790,000 is 
scheduled for default later on this year. 

Three of those seven nations are in 
complete default, with no immediate 
prospect of financial betterment. If 
either Chile, Peru or Bolivia were to re- 
sume payment of full bond service, it 
would have no income with which to 
defray the current expenses of govern- 
ment. Bolivia has no funded dollar debt 
other than national government debt, 
and Peru very little. Adjustment of their 
debts should therefore entail little com- 
plication. But Chile’s debt will have to 
be considered under at least three heads 
—national, municipal and corporate, 
the bank loans being direct government 
obligations. 

No protective committee has ventured 
to offer mediation between bondholders 
and Chile or Bolivia, but when Peru 
first announced her intention to stop 
payments several committees were 
formed, and were probably successful 
in obtaining a few bonds in deposit. 
They apparently afterwards recognized 
the futility of intervention. 

Given six months longer for recupera- 
tion, Peru should be able to make plans 
for the future and should then receive 
efficient cooperation from bankers or in- 
stitutions that will already have studied 
her problems and be in a position to 
make possible suggestions. It would be 
detrimental to the interests of bond- 
holders to make overtures at this time 


The Washington headquarters of 
the Pan-American Union is a monu- 
ment to the friendly relations be- 


tween 
HARRIS & EWING 


North and South America 


‘ 
tit 
36 


South American Defaults 


Amount 
in Complete 
Default* 


$ 9,224,000 
59,422,000 
190,162,300 
325,883,000 
98,365,900 
91,286,000 
10,420,000 


$784.763.200 


Amount 
Partially 
in Default* 


$ 83,329,000 


Amount 
Outstanding 
$376,532,000 

59,422,000 
378,643,700 
Chile 325,883,000 
Colombia 166,082,400 
Peru 91,286,000 
Uruguay 63,367,500 52,947,500 


$1,461.216,600 $348,665.500 


*Comprises issues on which interest and amortization are not paid in accordance with provisions in 
original loan agreements. In some instances, payment is made in native currencies at par of exchange 
and transferred abroad at prevailing rates. In other cases, sinking funds are suspended altogether, and 
interest is deposited in native currencies to the credit of foreign investors, to be transferred only as and 
when conditions allow. 


Percentage Default- 
ed in Outstanding 
24.58 

100.00 

88.43 

100.00 

100.00 

100.00 

100.00 


77.57 


Argentina 
Bolivia 
Brazil 


144,672,500 


67,716,500 
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with a view to inducing any one of these 
three governments to enter into engage- 
ments for resumption of payments in the 
future, because they have as yet no basis 
on which to make estimates. Chile was 
paying bond service with no loans long 
before the world crisis, and Bolivia 
staked her all on a war with Paraguay 
from which she has reaped no advan- 
tage. It would be cruel to let bondhold- 
ers believe that they will ever receive 
half the principal and interest on their 
Chilean bonds. Some sixteen cwts. of 
gold were taken from the tailings of the 
old Spanish placer mines by 40,000 un- 
employed in six months. Working 24 
days in the month, it required 200 of 
them to find one ounce of gold every 
day, so poor were these workings, but 
Chilean currency had fallen to such 
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depths that even this miserable return 
sufficed to keep body and soul together 
in a remote district where a peso was 
still a peso. 

However, it requires more than an 
ounce of gold to pay one coupon off a 
6 per cent $1,000 bond. If Bolivians go 
gold-hunting there will be another story 
to tell, but there is no actual want in 
that land of plenty, and not much in- 
clination to work for the acquisition of 
superfiuities. Thousands of young men 
have been killed in the war with Para- 
guay, for which the low price of tin was 
partly responsible, but tin is up and the 
war is not now so popular as it was. 
Bolivia’s case is not hopeless. 

Brazil, like Argentina, taking the posi- 
tion of a great power, never defaults, 
but when the federal government finds 
it inconvenient to pay bond service in 
cash, 5 per cent scrip is tendered instead 
and is exchangeable for so-called fund- 
ing bonds. There have been three fund- 
ing loans, on which about $130,000,000 
will be outstanding when the bonds of 
the third loan will all have been issued. 
This large sum represents interest pay- 
ments in arrears, and although the re- 
spective funding bonds are preferred 
obligations and will most probably be 
serviced to maturity, their very existence 
imperils the remainder of the debt. 

For funding purposes the federal debt 
has been classified in four divisions, 
namely: the funding loans, the secured 
debt, the unsecured debt and the con- 
tingent debt. Since there is no unsecured 
or contingent dollar debt, American 
bondholders need consider only the third 
funding and four other loans, one of 
which is often erroneously called “Cen- 
tral Rail- (CONTINUED ON PAGE 54) 
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Events and Information— 


The Bankers Code 


of Fair Competition 


As submitted by the American Bankers Association, approved by the National Recovery Ad- 
ministration, and signed by the President of the United States, effective October 16, 1933. This 
Code applies to all National Banks, State Banks, Savings Banks (except Mutual Savings 
Banks) , Trust Companies, and Private Bankers accepting deposits in the United States proper. 


PREAMBLE 


To effectuate the policy of Title I of the 
National Industrial Recovery Act during 
the period of emergency, the following pro- 
visions are established as a Code of Fair 
Competition for Banks. 


ARTICLE I—Definitions 


The term “bank” as used herein shall in- 
clude all national banks, state banks, sav- 
ings banks (except mutual savings banks), 
trust companies, and private bankers accept- 
ing deposits, in the United States proper. 

The terms “employee” or “banking em- 
ployee” as used herein shall mean any per- 
son employed by a bank in any capacity in 
connection with its banking functions and 
operations. 

The term “United States proper” as used 
herein shall mean the forty-eight (48) 
States of the United States and the District 
of Columbia. 

The term “Administrator” as used herein 
shall mean the National Recovery Adminis- 
trator. 

Population for the purposes of this Code 
shall be determined by reference to the 
1930 Federal Census. 


ARTICLE II—Effective Date 


The effective date of this Code, except as 
specifically provided for hereinafter, shall 
be the second Monday after its approval 
by the President of the United States. 


ARTICLE I1I—General Labor Provisions 


Employers shall comply with the follow- 
ing provisions of Section 7 (a) of Title I 
of the National Industrial Recovery Act: 

(1) Employees shall have the right to 
organize and bargain collectively through 
representatives of their own choosing and 
shall be free from the interference, restraint 
or coercion of employers of labor, or their 
agents, in the designation of such repre- 
sentatives or in self-organization or in other 
concerted activities for the purpose of col- 
lective bargaining or other mutual aid or 
protection. 

(2) No employee and no one seeking em- 
ployment shall be required as a condition 
of employment to join any company union 
or to refrain from joining, organizing or 
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assisting a labor organization of his own 
choosing. 

(3) Employers shall comply with the 
maximum hours of labor, minimum rates of 
pay and other conditions of employment, 
approved or prescribed by the President. 


ARTICLE I1V—Child Labor 


On and after the effective date of this 
Code, no person under sixteen (16) years 
of age shall be employed by any bank; pro- 
vided, however, that where a state law pre- 
scribes a higher minimum age, no person 
below the age specified by such state law 
shall be employed within such state. 


ARTICLE V—Hours of Employment 


(1) On and after the effective date of 
this Code no banking employee shall work 
or be permitted to work more than forty 
(40) hours per week averaged over a period 
of thirteen (13) consecutive weeks. 

(2) The maximum hours of employment 
prescribed in the foregoing paragraph shall 
be subject to the following exceptions: 

(a) In districts or sections of the country 
where the seasonal nature of commerce, 
agriculture or industry, making necessary 
the moving of some product within a 
limited period, imposes upon banking facil- 
ities an unusual demand, employees of 
banks subject to such peak demand may 
work forty-eight (48) hours per week for 
a period not to exceed sixteen (16) con- 
secutive weeks in any calendar year. Any 
such increase in hours of employment shall 
be reported monthly to the Banking Code 
Committee provided for in Article VII 
hereinafter. 

(b) All banking employees required to 
perform extra work or observe later hours 
in connection with periodic examination by 
Federal or state banking authorities, over 
which the bank has no control either as to 
the time of occurrence or as to the dura- 
tion, shall be exempt during such periods 
from the limitations upon hours of employ- 
ment prescribed in the foregoing para- 
graphs. 

(c) Employees in banking institutions 
employing not more than two (2) persons 
in addition to executive officers, in towns of 
less than 2,500 population, not part of a 
larger trade area, and employees in a man- 
agerial or executive capacity or in any other 


capacity of distinction or sole responsibility 
(regardless of the location of the bank) who 
receive more than thirty-five (35) dollars 
per week, shall be exempt from the limita- 
tions upon hours of employment prescribed 
in the foregoing paragraphs. 

(d) These provisions for working hours 
shall not apply to night watchmen em- 
ployed to safeguard the assets of the bank, 
who cannot with safety be shifted or 
changed during the night period. 


ARTICLE VI—Wages 


(1) On and after the effective date of 
this Code no employee in cities of over 
500,000 population, or in the immediate 
trade area of such cities, shall be paid less 
than at the rate of $15.00 per week; no em- 
ployee in cities between 250,000 and 500,- 
000 population, or in the immediate trade 
area of such cities, shall be paid less than 
at the rate of $14.50 per week; no employee 
in cities between 2,500 and 250,000 popula- 
tion, or in the immediate trade area of such 
cities, shall be paid less than at the rate of 
$14.00 per week. In towns of less than 2,500 
population the wages of all classes of em- 
ployees shall be increased by not less than 
twenty (20) per cent, provided that this 
shall not require an increase in wages to 
more than the rate of $12.00 per week. 

(2) It is provided, however, that em- 
ployees without previous banking experi- 
ence or training employed as apprentices 
may be paid during a continuous period of 
not more than six (6) months at the rate 
of eighty (80) per cent of the minimum 
wages prescribed in the foregoing para- 
graph. No bank shall include within the 
category of apprentices more than one such 
employee for every twenty (20) employees 
or fraction thereof. 

(3) Employers shall not reduce the com- 
pensation for employment now in excess of 
the minimum wages provided for herein, 
notwithstanding that the hours worked ir 
such employment may be hereby reduced. 


ARTICLE VII—Administration 


(1) To effectuate further the policies of 
the National Industrial Recovery Act, a 
Banking Code Committee is hereby set up 
to act as a planning and fair-practice agency 
and to cooperate with the Administrator in 
the administration and enforcement of this 


Code. This Committee shall consist of fif- 
teen representatives of the American Bank- 
ers Association, who shall be truly repre- 
sentative of the membership of the Associa- 
tion, a representative selected by fifty-one 
(51) percent (measured by total resources) 
of the non-members of the American Bank- 
ers Association, and a representative or 
representatives, without vote, appointed by 
the President of the United States. 

(2) The Banking Code Committee may 
from time to time present to the Adminis- 
trator recommendations, based upon condi- 
tions in the banking business, which will 
tend to effectuate the operation of the pro- 
visions of this Code and the policy of the 
National Industrial Recovery Act. Such 
recommendations shall, upon approval of 
the Administrator after such public notice 
and hearing as he may prescribe, become 
operative as part of this Code. 

(3) The Banking Code Committee may, 
subject to the approval of the Administra- 
tor, require from all banks such reports as 
are necessary to effectuate the purposes of 
this Code, and shall upon its own initiative 
or upon complaint of any person affected, 
make investigation as to the functioning 
and observance of any provision of the 
Code and report the results of such inves- 
tigation to the Administrator. 

(4) The Banking Code Committee shall, 
subject to the approval of the Administra- 
tor, supervise the setting up of Regional 
Committees according to the following 
plan: 

(a) Where banks are now organized 
through state banking associations, city 
clearinghouse associations, county groups, 
or otherwise, such organizations shall, 
with the approval of the Banking Code 
Committee, appoint a Committee for the 
purpose of assisting the Administrator 
and the Banking Code Committee in the 
administration and enforcement of this 
Code within such local region. 

(b) Banks in regions or districts not 
now organized shall, within thirty (30) 
days after the effective date of this Code, 
send duly qualified representatives to a 
joint meeting called for the purpose of 
organizing under the supervision of the 
Banking Code Committee a Regional 
Clearinghouse Association or such other 
committee along the lines of procedure 
set forth in the Manual of Organization 
and Management of Regional Clearing- 
house Associations, compiled by the 
American Bankers Association. 

(c) Where such action hereinbefore 
stipulated shall not have been taken with- 
in thirty (30) days after the effective date 
of this Code, the Banking Code Commit- 
tee may set up through the State banking 
association, or associations, a Regional 
Committee, or Committees. 

(5) The Committees provided for in the 
preceding paragraphs shall assist the Ad- 
ministrator and the Banking Code Com- 
mittee in the administration and enforce- 
ment of this Code within local areas and 
shall, subject to the approval of the Ad- 
ministrator and of the Banking Code Com- 
mittee, adopt local rules and regulations 
governing competitive practices within local 
areas, 

(6) The Administrator may from time 
to time, after consultation with the Bank- 
ing Code Committee, issue such adminis- 


trative interpretations of the various pro- 
visions of this Code as are necessary to 
effectuate its purpose within the provisions 
of the National Industrial Recovery Act of 
1933, and such interpretations shall become 
operative as a part of this Code. 


ARTICLE ViIIl—Fair Trade Practices 


To effectuate the purposes of the Na- 
tional Industrial Recovery Act all banks 
shall comply with the following rules gov- 
erning fair competition in banking practices, 
which shall become effective sixty (60) 
days after the approval of this Code by the 
President of the United States: 

(1) Hours of Banking.—Within cities, 
trade areas, counties, or such other area as 
is covered by the regional clearinghouse, or 
other organized group, banking institutions 
of the same kind or character shall, subject 
to the approval of the Administrator, estab- 
lish uniform maximum hours of banking 
operations, but any bank in such a group 
may observe shorter hours than the maxi- 
mum established. (Banks having both com- 
mercial and savings accounts are to be con- 
strued as of the same character.) By “‘hours 
of banking operations” is meant the period 
during which the doors of the banking in- 
stitution are open for the purpose of serving 
the public. It is not intended or required 
that all banks within a given area shall 
maintain uniform banking hours, but it is 
the express intention of this provision that 
all banking institutions of like kind and 
character shall maintain uniform maximum 
hours each with the other. The uniform 
hours so adopted shall not be less than 
those in effect in the majority of the banks 
within any given district prior to June 1, 
1933, and if the hours of any bank are so 
reduced to conform with the majority, or 
if any bank observes shorter hours than the 
majority, then no such bank shall by reason 
of this fact reduce the number of its em- 
ployees below the number employed at the 
time such reduction in hours is made. 

(2) Interest—Subject to the rules and 
regulations of the Federal Reserve Board 
with respect to maximum rates of interest 
to be paid on time and savings deposits 
and the method of calculation thereof, as 
prescribed in the Banking Act of 1933, all 
banks within groups or districts hereinbe- 
fore referred to (except investment banking 
houses accepting deposits, which houses are 
subject to the Code of Fair Competition for 
Investment Bankers) shall maintain the 
same maximum rates of interest and the 
same method of calculation thereof upon 
deposits of like character, but this shall not 
be construed to require any bank to pay 
such maximum rates if it dogs not so de- 
sire. The Banking Act of 1933 (Section 
11-B) provides that no bank which is a 
member of the Federal Reserve System may 
pay interest on demand deposits; the rules 
and regulations provided by clearinghouse 
associations or other groups shall contain a 
stipulation that no interest is to be paid by 
any bank (except investment banking 
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houses accepting deposits, which houses are 
subject to the Code of Fair Competition 
for Investment Bankers) within such group, 
whether member or non-member of the 
Federal Reserve System, on demand de- 
posits, provided that nothing in these rules 
and regulations shall be in contravention 
of the permissive provisions of Section 11-B 
of the Banking Act of 1933. 

(3) Service Charges—Each  clearing- 
house, county association, county group, or 
state bank association, shall, subject to the 
approval of the Administrator, adopt rules 
fixing uniform service charges to be charged 
by banks within such district or group in 
accordance with the practice now in effect 
whereby services rendered by banks shall be 
compensated for either by adequate bal- 
ances carried or by a scale of charges. The 
Federal Reserve Act prohibits member 
banks from making any exchange charge for 
remitting to the Federal Reserve Bank of 
their district for cash items, and since the 
Federal Reserve System provides a par 
clearance plan, exchange charges as such 
shall be left to the determination of each 
individual bank. 

(4) Trust Service—Trust departments 
shall be operated in accordance with the 
provisions of the Statement of Principles 
of Trust Institutions, adopted by the Trust 
Division of, and approved by, the Execu- 
tive Council of, the American Bankers Asso- 
ciation on April 6, 1933. A statement of 
these principles is appended as Schedule A 
and made a part of this Code. 


ARTICLE 1X—General Provisions 


(1) Membership in the American Bank- 
ers Association shall be open to all banks 
included within the provisions of this Code 
and said Association shall impose no in- 
equitable restrictions upon admission to 
membership therein. 

(2) It is expressly provided that no pro- 
vision of this Code shall be interpreted or 
applied so as to conflict in any way with 
any Federal or state banking law or any 
rule or order which has been or may be 
issued by the Federal Reserve Board, the 
Comptroller of the Currency or by any 
state banking authority. 

(3) This Code and all the provisions 
thereof are expressly made subject to the 
right of the President, in accordance with 
the provisions of Section 10 (b) of Title I 
of the National Industrial Recovery Act, 
from time to time to cancel or modify any 
order, approval, license, rule or regulation, 
issued under Title I of said Act, and spe- 
cifically to the right of the President to 
cancel or modify his approval of this Code 
or any conditions imposed by him upon his 
approval thereof. 

(4) Such other provisions of this Code 
as are not required to be included therein 
by the National Industrial Recovery Act 
may, with the approval of the President, 
be modified or eliminated as changes in the 
circumstances or experience may indicate. 

(5) The provisions of this Code shall ex- 
pire on the expiration date of Title I of the 
Act or on the earliest date prior thereto on 
which the President shall by proclamation, 
or the Congress shall by joint resolution, 
declare that the emergency recognized by 
Section 1 of the National Industrial Re- 
covery Act has ended. 
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SCHEDULE “A” 


A Statement of Principles 
Of Trust Institutions 


Adopted by the Trust Division of, 
and approved by the Executive 
Council of the American Bankers 
Association, and made part of The 
Bankers Code of Fair Competition. 


ARTICLE I—Definition of Terms 


Section 1. Trust Institutions——Trust in- 
stitutions are corporations engaged in trust 
business under authority of law. They em- 
brace not only trust companies that are 
engaged in trust business exclusively but 
also trust departments of other corpora- 
tions. 

Section 2. Trust Business.—Trust busi- 
ness is the business of settling estates, ad- 
ministering trusts and performing agencies 
in all appropriate cases for individuals; 
partnerships; associations; business corpor- 
ations; public, educational, social, recrea- 
tional, and charitable institutions; and units 
of government. It is advisable that a trust 
institution should limit the functions of its 
trust department to such services. 


ARTICLE Il—Acceptance of Trust Busi- 


ness 


A trust institution is under no obligation, 
either moral or legal, to accept all business 
that is offered. 

Section 1. Personal Trust Business.— 
With respect to the acceptance of personal 
trust business the two determining factors 
are these: Is trust service needed, and can 
the service be rendered properly? In per- 
sonal trusts and agencies, the relationship 
is private, and the trust institution is re- 
sponsible to those only who have or may 
have a financial interest in the account. 

Section 2. Corporate Trust Business.—In 
considering the acceptance of a corporate 
trust or agency the trust institution should 
be satisfied that the company concerned is 
in good standing and that the enterprise is 
of a proper nature. 


ARTICLE HI—Administration of Trust 


Business 


Section 1. Personal Trusts—In the ad- 
ministration of its personal trust business, 
a trust institution should strive at all times 
to render unexceptionable business and fi- 
nancial service, but it should also be care- 
ful to render equally good personal service 
to beneficiaries. The first duty of a trust 
institution is to carry out the wishes of the 
creator of a trust as expressed in the trust 
instrument. Sympathetic, tactful, personal 
relationships with immediate beneficiaries 
are essential to the performance of this 
duty, keeping in mind also the interests of 
ultimate beneficiaries. It should be the pol- 
icy of trust institutions that all personal 
trusts should be under the direct super- 


vision of and that beneficiaries should be 
brought into direct contact with the ad- 
ministrative or senior officers of the trust 
department. 

Section 2. Confidential Relationships. — 
Personal trust service is of a confidential 
nature and the confidences reposed in a 
trust department by a customer should 
never be revealed except when required by 
law. 

Section 3. Fundamental Duties of Trus- 
tees.—It is the duty of a trustee to admin- 
ister a trust solely in the interest of the 
beneficiaries without permitting the intru- 
sion of interests of the trustee or third 
parties that may in any way conflict with 
the interests of the trust; to keep and ren- 
der accurate accounts with respect to the 
administration of the trust; to acquaint the 
beneficiaries with all material facts in con- 
nection with the trust; and, in administer- 
ing the trust, to exercise the care a prudent 
man familiar with such matters would ex- 
ercise as trustee of the property of others, 
adhering to the rule that the trustee is pri- 
marily a conserver. 

Section 4. Corporate Trust Business.— 
In the administration of corporate trusts 
and agencies the trust institution should 
render the same fine quality of service as 
it renders in the administration of personal 
trusts and agencies. Promptness, accuracy, 
and protection are fundamental require- 
ments of efficient corporate trust service. 
The terms of the trust instrument should 
be carried out with scrupulous care and 
with particular attention to the duties im- 
posed therein upon the trustee for the pro- 
tection of the security-holders. 


ARTICLE I1V—Operation of Trust De- 


partments 


Section 1. Separation of Trust Proper- 
ties—The properties of each trust should 
be kept separate from those of all other 
trusts and separate also from the properties 
of the trust institution itself. 

Section 2. Investment of Trust Funds. 
—-The investment function of a trustee is 
care and management of property, not mere 
safekeeping at one extreme or speculation 
at the other. A trust institution should de- 
vote to its trust investments all the care 
and skill that it has or can reasonably ac- 
quire. The responsibility for the investment 
of trust funds should not be reposed in an 
individual officer or employee of a trust de- 
partment. All investments should be made, 
retained or sold only upon the authority of 
an investment committee composed of cap- 
able and experienced officers or directors of 
the institution. 

When the trust instrument definitely 
states the investment powers of the trustee, 
the terms of the instrument must be fol- 
lowed faithfully. If it should become unlaw- 
ful or impossible or against public policy to 
follow literally the terms of the trust in- 
strument, the trustee should promptly seek 
the guidance of the court about varying or 
interpreting the terms of the instrument 
and should not act on its own responsibility 
in this respect except in the face of an 
emergency, when the guidance of the court 
beforehand could not be obtained. If the 
trust instrument is silent about trust in- 
vestments or if it expressly leaves the selec- 
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tion and retention of trust investments to 
the judgment and discretion of the trustee, 
the latter should be governed by considera- 
tions of the safety of principal and depend- 
ability of income and not by hope or ex- 
pectation of unusual gain through specula 
tion. However, a trustee should not be con- 
tent with safety of principal alone to the 
disregard of the reasonable income require- 
ments of the beneficiaries. 

It is a fundamental principle that a 
trustee should not have any personal fi- 
nancial interest, direct or indirect, in the 
trust investments, bought for or sold to the 
trusts of which it is trustee, and that it 
should not purchase for itself any securi- 
ties or other property from any of its trusts, 
Accordingly, it follows that a trust institu- 
tion should not buy for or sell to its estates 
or trusts any securities or other property 
in which it, or its affiliate, has any per- 
sonal financial interest, and should not 
purchase for itself, or its affiliate, any se- 
curities or other property from its estates 
or trusts. 


ARTICLE V—Compensation for Trust 


Service 


Section 1.—A trust institution is entitled 
to reasonable compensation for its services. 
Compensation should be determined on the 
basis of the cost of the service rendered and 
the responsibilities assumed. Minimum 
fees in any community for trust services 
should be uniform and applied uniformly 
and impartially to all customers alike. 


ARTICLE VI—Promotional Effort 


Section 1. Advertising. —A trust institu- 
tion has the same right as any other busi- 
ness enterprise to advertise its trust ser- 
vices in appropriate ways. Its advertise- 
ments should be dignified and not overstate 
or overemphasize the qualifications of the 
trust institutions. There should be no im- 
plication that legal services will be ren- 
dered. There should be no reflection, ex- 
pressed or implied, upon other trust insti- 
tutions or individuals, and the advertise- 
ments of all trust institutions should be 
mutually helpful. 

Section 2. Personal Representation.— 
The propriety of having personal represen- 
tatives of trust departments is based upon 
the same principle as that of advertising. 
Trust business is so individual and distinc- 
tive that the customer cannot always ob- 
tain from printed matter all he wishes to 
know about the protection and manage- 
ment the trust institution will give his 
estate and the services it will render his 
beneficiaries. 

Section 3. New Trust Department.—A 
corporation should not enter the trust field 
except with a full appreciation of the re- 
sponsibilities involved. A new trust depart- 
ment should be established only if there is 
enough potential trust business within the 
trade area of the institution to justify the 
proper personnel and equipment. 

Section 4. Entering Corporate Trust 
Field—Since the need for trust and 
agency services to corporations, outside of 
the centers of population, is much more 
limited than is that of trust and agency 
services to individuals, a trust institution 
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should hesitate to enter the corporate trust 
or agency field unless an actual demand for 
such services is evident, and the institution 
is specially equipped to render such service. 


ARTICLE Vil—Relationships 


Section 1. With Public. Although a 
trust department is a distinctly private in- 
stitution in its relations with its customers, 
it is affected with a public interest in its 
relations with the community. In its rela- 
tions with the public a trust institution 
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should be ready and willing to give full in- 
formation about its own financial responsi- 
bility, its staff and equipment, and the 
safeguards thrown around trust business. 
Section 2. With Bar. --Attorneys-at-law 
constitute a professional group that per- 
form essential functions in relation to trust 
business, and have a community of interest 
with trust institutions in the common end 
of service to the public. The maintenance 
of harmonious relations between trust in- 
stitutions and members of the bar is in the 
best interests of both, and of the public as 
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well. It is a fundamental principle of this 
relationship that trust institutions should 
not engage in the practice of law. 

Section 3. With Life Underwriters.— 
Life underwriters also constitute a group 
having a community of interest with trust 
institutions in the common purpose of pub- 
lic service. Cooperation between trust in- 
stitutions and life underwriters is produc- 
tive of the best mutual service to the public. 
It is a principle of this cooperation that 
trust institutions should not engage in the 
business of selling life insurance. 


Letter of Transmittal 


(Sent with the Code to Banks 
throughout the Country) 


To the Officers of 


All Banking Institutions and 
Trust Companies 


In the United States: 


The American Bankers Association, to 
effectuate the policy of Title One of the 
National Industrial Recovery Act, submit- 
ted a Code of Fair Competition for the 
banks of the United States to the National 
Recovery Administration in Washington on 
September 28, 1933. After public hearing 
the Code has now been approved by the 
President of the United States and will 
become effective on the 16th of October, 
1933. 

It applies to all national banks, state 
banks, savings banks (except mutual sav- 
ings banks), trust companies, and private 
bankers accepting deposits, where such in- 
stitutions are located in the United States 
proper. 

A copy of the Code as approved by the 
President is submitted herewith. It is the 
Code submitted to the annual convention 
of the American Bankers Association in 
Chicago on September 7, 1933, and unani- 
mously approved at that time, with such 
changes as were deemed advisable at the 
time of the public hearing or which were 
required by the National Recovery Admin- 
istration. 

Your particular attention is called to 
Article V, Hours of Employment, and 
Article VI, Wages. The provisions of these 
articles must be complied with by all banks 
coming within the definition of Article I 
of the Code. Compliance with the provi- 
sions of these two articles is essential to 
further the National Recovery program by 
increasing employment and increasing pur- 
chasing power. 

Article VII provides for the administra- 
tion of the Code. To effectuate the policies 
of the National Industrial Recovery Act, 
and in accordance with the provisions of 
the law, the American Bankers Association 
has set up The Banking Code Committee. 
It will act as a planning and fair-practice 
agency and will cooperate with the Na- 
tional Recovery Administrator in the ad- 
ministration and enforcement of the Code. 
Its membership is truly representative of 
the members of the Association. There will 


also be appointed by the President of the 
United States a representative or represen- 
tatives without vote. 

In order to carry out the provisions of 
subsections (a), (b), and (c) of Section 
4 of Article VII of the Code, attention is 
directed to the following plan of organiza- 
tion and procedure: 

It is the intent of The Banking Code 
Committee that under subsection (a) where 
clearinghouse associations, either city, 
regional, county or district groups are al- 
ready organized, these groups shall imme- 
diately appoint their own committees and 
draft their own rules and regulations gov- 
erning fair trade practices in accordance 
with Article VIII. These committees shall 
be designated as The Bankers NRA Com- 
mittee for (name of unit). 

The personnel of these committees shall 
be forwarded as soon as practicable to the 
secretary of the state bankers association, 
who in turn shall promptly transmit such 
committee lists to The Banking Code Com- 
mittee provided for in Section 1 of Article 
VII, addressed to Frank W. Simmonds, 
Secretary of the Committee, 22 East 40th 
Street, New York, N. Y. 

Special attention is called to the fact 
that within sixty days after approval of 
the Code by the President of the United 
States (sixty days from October 3, 1933) 
the rules and regulations with reference to 
fair trade practices must be formulated by 
these committees and approved by their 
respective groups and forwarded to the 
secretary of the state bankers association 
for transmittal to The Banking Code Com- 
mittee for formal approval by The Banking 
Code Committee and the Administrator of 
the National Recovery Administration, so 
as to become effective within the specified 
time. 

It is recommended that the local bankers 
NRA committees selected to draft the rules 
and regulations regarding fair trade prac- 
tices under this subsection shall not exceed 
seven in number, and that they be repre- 
sentative of the types of banking within 
their respective areas. 

It is also desirable that the areas em- 
braced in local, district or regional groups 
be as large as practicable, consistent with 
the observance of uniform rules governing 


competitive banking practices. In regard to 
subsection (b), where banks in regional dis- 
tricts are not now organized, The Banking 
Code Committee will request the presidents 
of the state bankers associations to issue 
a call to all banks in such regions to send 
duly qualified representatives to a meeting 
which he will call within thirty days after 
the effective date of the Code (thirty days 
after October 16, 1933) for the purpose of 
organizing regional clearinghouse associa- 
tions or district groups in accordance with 
the “Manual of Organization and Manage- 
ment of Regional Clearinghouse Associa- 
tions” compiled by the American Bankers 
Association. 

When these regional groups have been 
organized, each shall appoint its own local 
bankers NRA committee, and immediately 
forward the names of the committee to the 
secretary of the state bankers association 
for transmittal to The Banking Code Com- 
mittee. Likewise, within sixty days after 
approval of the Code by the President of 
the United States (sixty days after 
October 3, 1933) these committees shall 
formulate, subject to the approval of their 
respective groups, their rules of fair prac- 
tice with respect to hours of banking, in- 
terest and service charges, etc., and forward 
the same to the secretary of the state bank- 
ers association for transmittal to The Bank- 
ing Code Committee for formal approval 
in order that they may become effective 
within the specified time. 

Under subsection (c) it will be noted 
that where such action hereinbefore stipu- 
lated shall not have been taken within sixty 
days after approval of the Code by the 
President of the United States (sixty days 
after October 3, 1933) The Banking Code 
Committee will request from the presi- 
dents of the state bankers associations 
the names of the banks in regions or dis- 
tricts which are not organized, or if or- 
ganized, have not adopted rules of fair 
trade practice, and request their coopera- 
tion in securing the names of leading bank- 
ers in the banks in such places in order that 
further steps may be taken by The Bank- 
ing Code Committee to effect the organiza- 
tion of these regional groups. 

In order that the organization of banking 
groups in regions and districts not now 
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Banking Code Committee should be di- 
rected to Frank W. Simmonds, Secretary, 


22 East 40th Street, New York, N. Y 
Respectfully submitted, 
RONALD RANSOM 
Chairman, 
The Banking Code Committee 
October 6, 1933 


ly those who have been in other hearings 
—are very well aware that this has been 
the calmest, easiest hearing we have ever 
had in the history of the National Re- 
covery Administration. It is the only one 
we have had where it has not been highly 


formed may be speedily expedited, it is 
specifically requested that secretaries of state 
bankers associations in each state notify 
each bank in unorganized regions, and take 
steps to see that such districts or regions 
are immediately organized in order that 
they may comply with the provisions of the controversial, and we have thoroughly 
Code. enjoyed it.” 

It is recommended that the president of All communications addressed to The 


each state bankers association set up a state 
committee not to exceed seven in number 
which shall be designated as The Bankers 
NRA Committee for (name of State). This 
committee shall be truly representative of 
the types of banking within the state. It 
shall be the function of this committee to 
assist The Banking Code Committee in an 
advisory capacity as to the functioning and 
observance of any provisions of the Code 
within the state. 

Article VIII of the Code provides for fair 
trade practices. It is of the utmost impor- 
tance that all banks at once obtain the full 
advantages offered by these provisions. It is 
suggested that you read this article care- 
fully. These provisions will be put into 
effect through the committees provided for 
by the Code and must be put into operation 
as soon as possible in order to meet the in- 
creased costs which will result from the 
hours of employment and wage provisions 
of the Code and to further provide ade- 
quate earnings on all banking operations. 
The attention of all banks offering trust 
service is especially directed to paragraph 
(4) of Article VIII where it is provided 
that trust departments shall be operated in 
accordance with the Statement of Princi- 
ples of Trust Institutions, which is made 
a part of the Code. 

The equitable regulations of hours of 
banking, interest rates, service charges and 
trust services should assure reasonable 
earnings to all banks. The American Bank- 
ers Association through its Bank Manage- 
ment Commission has from time to time 
published in pamphlet form and distributed 
to its entire membership studies dealing 
with banking practices, the organization 
and operation of city and regional clearing- 
house associations, the installation of 
equitable service charges, and related sub- 
jects. Banks in each city and regional dis- 
trict are urged to familiarize themselves 
with these studies in developing a Code 
of Fair Competition. 

The term “The Banking Code Com- 
mittee”, wherever used in this communica- 
tion, refers to the committee provided for 
in Article VII of the Bankers Code ap- 
proved by the National Recovery Adminis- 
tration and signed by the President of the 
United States. In order to avoid any pos- 
sible confusion, the word “‘Code”’ should not 
be used in the title of any state, regional or 
other committee. 

This letter of transmittal would not be 
complete without expressing our apprecia- 
tion to Mr. A. D. Whiteside, Deputy Ad- 
ministrator, National Recovery Administra- 
tion, for his helpfulness and uniform cour- 
tesy and consideration shown to your Com- 
mittee at the numerous conferences and at 
the public hearing resulting in the develop- 
ment and adoption of this Code. Also, we 
feel that bankers throughout the country 
will appreciate what Mr. Whiteside said at 
the close of the hearing. He said: 

“Those of us who are here—particular- 


THE BANKING CODE COMMITTEE, representing the American 
Bankers Association under the provisions of the National Industrial 
Recovery Act: 

Ronald Ransom, executive vice-president, Bank, 

Atlanta, Ga., Chairman. 

Orval W. Adams, vice-president, Utah State National Bank, Salt Lake 

City, Utah. 

L. A. Andrew, vice-president, First State Bank, Mapleton, Iowa. 

Philip A. Benson, president, Dime Savings Bank, Brooklyn, New York. 
Benjamin J. Buttenwieser, partner, Kuhn, Loeb & Co., New York. 
John B. Byrne, president, Hartford-Connecticut Trust Co., Hartford, 

Conn. 

J. R. Geis chairman of board and president, Farmers National Bank, 

Salina, Kansas. 

Robert M. Hanes, president, Wachovia Bank & Trust Co., Winston- 

Salem, N. C. 

P. D. Houston, chairman of board, American National Bank, Nashville, 

Tenn. 

Percy H. Johnston, president, Chemical Bank and Trust Co., New York. 
Thomas B. McAdams, executive manager, State-Planters Bank and Trust 

Company, Richmond, Va. 

Abner J. Stilwell, vice-president, Continental Illinois National Bank 

and Trust Company, Chicago, III. 

Henry A. Theis, vice-president, Guaranty Trust Company, New York. 
George O. Vass, vice-president, Riggs National Bank, Washington, D. C. 
O. Howard Wolfe, cashier, Philadelphia National Bank, Philadelphia, 

Pa. 


Fulton National 


‘Frank W. Simmonds, Deputy Manager, American Bankers Association, 


22 East 40th Street, New York, Secretary. 


THOSE WHO PRESENTED THE CODE IN WASHINGTON 


From the left, seated: Henry A. Theis, vice-president, Guaranty Trust 
Company, New York; J. R. Geis, chairman, president, Farmers jNational 
Bank, Salina, Kansas; Ronald Ransom, executive vice-president, Fulton 
National Bank, Atlanta, Georgia, Chairman of the Committee; Robert V. 
Fleming, president, Riggs National Bank, Washington, D. C.; Thomas 
B. McAdams, executive manager, State-Planters National Bank, Rich- 
mond, Virginia. From the left, standing: Thomas B. Paton, Assistant 
General Counsel, American Bankers Association; Benjamin J. Butten- 
wieser, partner, Kuhn, Loeb & Company, New York; Frank W. Sim- 
monds, Deputy Manager, American Bankers Association; Harold 
Stonier, Educational Director, American Institute of Banking; Frank 
Warner, secretary, Iowa Bankers Association, Des Moines; Samuel 
Shaw, vice-president, Chemical Bank and Trust Company, New York; 
and A, J. Stilwell, vice-president, Continental Illinois National Bank and 
Trust Company, Chicago. 
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Example of SERVICE CHARGE Schedule 


: ee National Recovery Act, the various codes, in- 

cluding the Bankers Code, and all the rulings 
thereunder, are new in American life. They are 
subject to change and revision as events unfold, 
and all regulations, suggestions and interpretations 
advanced at this time must be regarded as tenta- 
tive, pending final action of the Banking Code 
Committee and the central authorities at Washing- 
ton on the various points under discussion. 


The services itemized below and the correspond- 
ing charges are intended to serve as a guide, not as 


a model. This is not in any sense a “suggested 
schedule”. Its purpose is to show the variety of ser- 
vices for which a bank is entitled to compensation. 
The actual charges given here might not be suitable 
to the needs of banks in all sections. The rates are 
based on a careful study of banking costs in one 
part of the country. 


The accompanying data, therefore, are intended 
to be helpful in the setting up of service charge 
schedules by various local group organizations 
under the Code. 


MAINTENANCE: Checking accounts 

* under $50 against which no check or 
but one check is drawn during month 25c. 
2. Average Balances of $500 and Upward: 
One debit item allowed for each $10 of 
average balance. Additional debit items, 
each Je. 
3. Float Charges on Out-of-town Items: 
Customers: Minimum charge per out-of- 
town item under $100 either deposited o 
cashed, each 4c. 
Minimum charge on out-of-town items in 
amounts of $100 and upward. .5c per $100. 
This float charge may be either collected at 
the tellers’ windows or charged to the cus- 
tomer’s account during the following month. 
Non-Customers: For cashing checks on out- 
of-town points, per $100 25c. 
Minimum 
4. N. S. F. Checks Returned: A charge of 
25c shall be made against a customer’s ac- 
count for each check drawn by such cus- 


Minimum Balance: With allowance 


tomer, which is refused on account of in- 
sufficient funds. 

5. Making and Renewing Small Loans: An 
investigating and handling charge not to be 
included either in the principal or the in- 
terest on the note—50c. This charge, it must 
be understood, does not apply in any way 
to the loan but to a service actually in- 
volved in investigating the applicant for 
the loan and the servicing of it. The book- 
keeping must be in strict conformity to this 
principle. The interest and the charge must 
be handled separately. Otherwise technical 
usury might be committed. 

6. Stop Payment Orders Not Rescinded in 
30 Days: $1 per month, fractions of month 
not allowed. 

7. Closed Out Accounts: Any account, 
either checking or savings, closed out in 
less than 3 months—$1; at the expiration 
of 3 months—50c. In the case of special ac- 
counts, such as Christmas savings, vacation, 


based on activity, on all checking 


accounts with average balance during month of less than $500 charge 


as follows: 


Average daily 
balance between: 


le and $ 49.99 
99.99 
199.99 
299.99 
399.99 
499.99 


$ .50 


and None 


and None 


and None 


and None 


400 and None 


Flat base pay- 
ment per month 


Number 
of debit 


items allowed 


Additional debit 
items to cost each: 


3e 


NOTE: The term “debit items” is defined as follows: Check, withdrawal receipts, orders taken up 
with one check at end of the day’s business or any other items paid by the bank on behalf of depositor, 


whether charged to account or not. 


etc., the above charges apply on a 6 months’ 
basis. 

8. Deposit made to open account for tem- 
porary purpose 50c. 
9. Supplies (other than regulation which 
are furnished customers gratis) : 
Imprinting or numbering checks, special 
checkbook covers, registers, endorsing 
stamps, ink pads, and other special items 


SAVINGS ACCOUNTS 


10. Savings accounts may be accepted from 
$1 up, but because of the expense of open- 
ing and handling, no interest shall be 
credited at the end of interest period when 
it does not aggregate at least 15c. 

11. The uniform method of computing in- 
terest shall be as follows: 

All withdrawal should be deducted from 
earliest amount on deposit during 6 months’ 
period. No interest should be allowed on 
withdrawals during interest period. Deposits 
made during first 5 days of month should 
draw interest from first of month; but de- 
posits made after 5th, should draw interest 
only from first of following month. Interest 
should be credited semi-annually. 


EXCHANGE 


12. When checks are certified, charge same 
as for cashier’s checks. 

13. Cashing Checks for Out-of-town Firms: 
When used for payroll purposes, 10c each 
for cashing, unless the firm is a customer. If 
the firm does not pay this charge directly 
or with compensating balance as per the 
uniform basis of analysis, then the endorser 
shall be charged in keeping with regular 
schedule pertaining to out-of-town checks, 
under heading, “Float Charges on Out-of- 
town Items”. 

14. Travelers’ checks.......... 34 of 1%. 
15. Telegraphic Transfer of Money: Cost 
of message plus 50c on $100 or less. Over 


5 
$ 5 3e 
1 10 3c 
2 15 3e 
3 20 3e ; 
25 3e 
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Illustration of Analysis Method Which May Be Used on 
Accounts with Balance in Excess of $1,000.00 


Value of balance of $2,000 at 30 cents per $100 


Deductions: 


Maintenance. 


40 checks paid and / or r deposits received @ 3¢e each 
40 checks on other banks in same town @ 2c each 
40 out-of-town items under $100, float at 5c each 


$6 


$ .50 
1.20 
.80 
2.00 


$8,000 aggregate of out-of-town items over $100 in 


amount, float at 5c per $100 
Total deductions 


4.00 


Net loss to be debited to account at end of month 


16. Cream and Produce Items: Cashing, 

crediting or collecting 

Minimum 

17. Coupons received over the counter for 

credit or collection: Each issue, first cou- 
20c. 

Same issue and same maturity, each addi- 

tional coupon Se. 

Government coupons Discretionary. 

Plus any exchange or collection charge made 

by collecting agent. 

18. Making Change: 5c per payroll regard- 

less of denomination. 


COLLECTIONS 


(A collection is a transaction, the proceeds 
of which are credited to a customer’s ac- 
count only after payment has been re- 
ceived. ) 
19. Collection Charges between Banks 
Discretionary. 
20. Checks left for Collection by Customers 
on Out-of-town Points: Minimum.... 2c. 
Plus any collection cost assessed by collect- 
ing agent. 
21. Checks Left for Collection by Non- 
Customers on Out-of-town Points: Mini- 
30c. 
Plus any collection cost assessed by collect- 
ing agent. 
22. Notes and Drafts on Out-of-town 
Points: Minimum charge 25c. 
Plus any collection cost assessed by collect- 
ing agent. 
23. Bonds Taken for Collection: Five cents 
per $100. Minimum 25c. 
Plus any collection cost assessed by collect- 
ing agent. 
24, Exchanging Bonds: Exchanging coupon 
for registered Government bonds, or vice 
versa: Five cents per $100 or fraction there- 
of. Minimum 50c. 
25. Notes and Drafts Received from In- 
dividuals, Firms and Corporations: Ten 
cents per $100 or fraction thereof. Mini- 
mum 25c. 
Amount of charge above $5 on any one 
item may be waived. 
26. Instalment, Principal or Interest Pay- 
ments: Per $100 or fraction thereof.. 15c. 
27. Minimum fee, payable in advance $2.50. 
28. Guaranteeing Signatures on Registered 
Bonds, Stock Certificates, etc.: First.. 25c. 
Each additional 
29. Bonds and Securities Purchased or 
Sold: Actual broker’s fees plus 14 of 1%. 
Minimum 
30. Clerking Sales: 2%. Minimum. . 
31. Payment of Taxes: Per receipt. . 


32. Safe Deposit Box Rentals: According to 
equipment. Minimum per annum.... $2. 
33. Credit Reports: Minimum 25c; if in- 
vestigation is necessary, minimum.... $1. 
34. Stock Transfers in Corporations Other 
than Own Bank: Per certificate 50c. 
35. In communities or territories where cor- 
porate fiduciary associations or other organi- 
zations have existing satisfactory fee sched- 
ules covering all trust services, they may be 
used. In communities or territories where 
no schedules exist, it is recommended that 
minimum schedules be adopted, following 
as Closely as possible the “Guide to Trust 
Fees” prepared by the Committee on Costs 
and Charges and published by the Trust 
Division of the American Bankers Asso- 
ciation. 
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Georgia 


TO THE JOURNAL: 

Georgia claims to be the first state in the 
Union to complete its machinery for the 
enforcement of the bankers’ Code. This has 
been accomplished by the formation of 15 
regional clearinghouse associations. These 
organizations conform in every detail to 
the requirements of the Banking Code 
Committee of the American Bankers As- 
sociation. 

The acceptance by the Georgia commit- 
tee on trust affairs of the principles of trust 
institutions as adopted by the Trust Di- 
vision of and approved by the Executive 
Council of the American Bankers Associa- 
tion will take place at a meeting to be held 
October 27. The Georgia committee on trust 
affairs is the governing body of the Fiduci- 
aries Division of the Georgia Bankers As- 
sociation. 

The 15 regional clearinghouse organiza- 
tions formed in Georgia are prepared to 
operate for the benefit of all national banks, 
state banks, savings banks and _ private 
bankers in the state. This does not include 
institutions located in cities which have 
their own clearinghouses and must there- 
fore abide by their local code rules. 

The trust companies of the state will 
function through the Fiduciaries Division 
of the Georgia Bankers Association in the 
manner previously stated. 

HAYNES MCFApDEN, Jr. 


CENTRAL UNITED NATIONAL BANK 


of Cleveland 


of Cleveland, Ohio, held at their Banking House on September 14, 1933 
the following resolution was adopted: 


When Mr. Need- 
ham, the new Gen- 
eral Counsel of 
the Association, 
left his former 
Cleveland posi- 
tion, the bank’s 
board of directors 
presented him 
with this certifi- 
cate as an expres- 
sion of their ap- 
preciation 


Wreneas, in the American Bankers’ Association there 
the office of General Counsel; and 

Wuereas, That Association on September 5, 1933 
selected and elected Detos J. Counsel in 
charge of Central United National Bank's Legal Depart- 


~ ment, to this position, to take office October 1, 1933; 


Now, THeaerore, Be Resorven, That in this eleva- 
tion of Mr. Necdham, who has rendered it good and 
faithful service for approximately twelve years, this bank 
is at once greatly complimented and suffers a great deple- 
himself to all the members of its official and employes’ 
staff; who has given of his time and special talents unstint- 
ingly and upon all occasions; and who, by his work, has 
at all times contributed from his judgment to the high 
standards of practice characterizing this institution; and 
Be fr Resovven, That the officers and members 
of the Board of Directors of Central United National 
Bank express to Mr. Needham their genuine a 
his departure; and, at the same time wish him and his 
heartiest congratula- 


family the greatest and 

tions to the executives of the American Bankers’ Associa- 
tion in having retained him; and 
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$8.50 
$2.50 
Be fv Furriers Resoxven, That a copy of this 
be spread upon the minutes of this meeting, a copy 
© be given to Mr. Needham that te and his family may 
know the affection which we have for him, and in which 
a much larger circle of the world now will hold him. 
~ 
I hereby certify that the above is a true extract from the minuges of said 
ANZ the Board of Directors. 
Fice President, and Seergary of 
the Board of Directors. 
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FRANCIS H. SISSON 


ARLY in May, while Congress 
E; was debating the Glass-Steagall 

bill and the tide of public opinion 
was running strongly against banks, 
Francis H. Sisson was on the program 
to address the United States Chamber 
of Commerce Convention at Washing- 
ton. 

Banks had been_pursuing-a-policy of 
silence” The moratorium was still fresh 
in the minds of the audience he was to 
address. 

Scrapping a prepared address, into 
which had gone many days of careful 
preparation, he decided to speak ex- 
temporaneously. He wanted to deal 
frankly and openly with the whole prob- 
lem of banking, its relations with busi- 
ness and the Government. The result 
was an address of extraordinary force- 


fulness. He succeeded not only in im- 
pressing his listeners deeply, but also in 
giving new courage to banks in their 
relations with the public. 

As an able and forceful writer on 
economic subjects, as a public speaker, 
as a point of contact between banking 
and the press, as an active leader in the 
group affairs of the banking business, 
and a worker for sound money, Mr. 
Sisson achieved an outstanding record 
of public service, and the gains to bank- 
ing as a result of his constant endeavors 
will be permanent. 

Born in Galesburg, Illinois, on June 
14, 1871, he was graduated from Knox 
College in 1892, received his A. B. de- 
gree from Harvard the following year 
and promptly joined the staff of his 
home town paper, the Evening Mail. 
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Ten years of the strenuous work 
which makes up the daily lives of coun- 
try newspaper men gave him the ex- 
perience and standing which first at- 
tracted the attention of the editor of 
McClures Magazine in the era of the 
Big Stick and later brought him even a 
fuller measure of success in the business 
of advertising. 

It was Mr. Sisson who organized the 
Public Relations Commission of the 
American Bankers Association. For five 
years he was its Chairman. He was also 
President of the Trust Division of the 
A. B. A. and a member of its adminis- 
trative committee. 

His services as President of the 
American Bankers Association through 
the most difficult year in banking his- 
tory are recent and well known to all 
bankers. He devoted his time, his en- 
ergies and abilities to the solution of 
unprecedented problems, and his qual- 
ities of leadership were never more evi- 
dent than at the recent Convention in 
Chicago. 

Mr. Sisson’s career and record will 
serve as guide and inspiration to the 
banking profession. 


Pacific Coast 
Trust Conference 


The eleventh regional trust confer- 
ence of the Pacific Coast and Rocky 
Mountain states will be held in San 
Francisco on October 26 and 27 at the 
St. Francis Hotel. The conference is un- 
der the auspices of the Trust Division 
of the Association, in cooperation with 
the California Bankers Association and 
the associations of the other participat- 
ing states. 

The states in the conference region 
are Arizona, California, Colorado, 
Idaho, Montana, Nevada, New Mexico, 
Oregon, Utah, Washington and Wyo- 
ming. 

There will be morning and afternoon 
sessions both days of the conference. 
The first session, Thursday morning, 
will hear discussions on the basis for 
public confidence in trust service and on 
insurance as protection to the trustee. 
In the afternoon, attention will be given 
to legal topics and mortgages. 

On the second day, in the morning 
session, there will be an address on mu- 
nicipal finances and audits and also one 
on the Securities Act as it affects trusts. 
The afternoon meeting will be given 
over to legal and operational aspects of 
trust work, with a forum on the invest- 
ment of trust funds. 
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the leading midwestern colleges of busi- 
ness administration. 

“It behooves those teaching banking 
and finance, of course,” said he, “to 
keep abreast of the times and to keep 
themselves fully informed as to the 
forces currently affecting the banking 
structure. The same thing applies with 
respect to the N.R.A. program and the 
Agricultural Adjustment Act. These are 
new agencies, created in an emergency, 
which may or may not become a per- 
manent part of our economic life. 


ILLUSTRATIONS ONLY 


“YOU will notice, however, that I 
emphasize the significance of recent de- 
velopments at Washington for illustra- 
tive purposes. Beyond that they should 
have little influence on the school curric- 
ulum. The real function of a school such 
as ours, as we see it, is to afford a basic 
training on the fundamentals of eco- 
nomics. In this connection a knowledge 
of the current institutional arrangement 
is less important than a knowledge of the 
principles of any type of economic or- 
ganization. We have always emphasized 
the dynamic character of economic life, 
and have indicated the forces that tend 
to cause changes in various institutions. 

“The whole field of railway and pub- 
lic utility regulation has developed only 
over the last few decades. The facts of 
regulation have changed, but the forces 
that have made regulation an essential 
step were present long before this period. 
Similarly, the particular methods by 
which banking is now being controlled 
through Government administration are 
new, but the function of banking in 
modern society has not been changed by 
these actions. 

“We are too apt,” he added, “to con- 
fuse, in the present emergency, a rear- 
rangement of the institutions that have 
become familiar to us with a change in 
the entire economic structure. Even if 
we should go the whole way to state 
socialism or communism the forces 
which, in the long run, control the pro- 
duction and distribution of goods would 
be much the same. It is true that the 
institutional arrangement by which the 
work of the world is accomplished 
would be affected, and students should 
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An Academic View of the Deal 


(CONTINUED FROM PAGE 29) 


be informed of this. More important to 
the scholar, however, is an understand- 
ing of the forces that control economic 
activity.” 

It may be gathered from such obser- 
vations as the above that educators in 
finance scarcely agree with President 
Roosevelt’s views on the nature of that 
subject. It will be recalled that last 
summer the President declared, in a 
radio address, that he did not pay much 
attention to the professional economists 
because he “happened to know’ that 
they have “changed their doctrines every 
ten years.” 

The dean of one of the larger southern 
schools of commerce was invited to dis- 
cuss this particular charge. Was it true, 
or wasn’t it? 

“If you will reword that statement,” 
he replied, “to read that economists 
have discovered new truths from time 
to time and modified certain theories as 
the years passed, I would be quite will- 
ing to accept it. It should be remarked, 
however, that certain fundamental eco- 
nomic laws have been established for a 
very long time, and that nothing has 


NESMITH 


happened to cause economists to doubt 
their verity.” 

What, for example, did he mean? 

“Well,” he answered, “one of the most 
important of our new experiments con- 
cerns the country’s monetary system. 
Now the principal economic doctrine 
regarding money is Gresham’s law, 
which has been held and taught by econ- 
omists for some 300 years. We do not 
know of any experiment that has been 
made in these three centuries that would 
lead us to doubt the truth of this doc- 
trine. As several hundred experiments 
have been made with money in the dif- 
ferent countries of the world, and have 
been recorded by historians and econo- 
mists, we may be pardoned for doubting 
whether the doctrine should be altered 
until the present Administration shall 
have demonstrated in fact that Gresh- 
am’s law does not work. We expect to 
modify our theories only after the full 
effect of the present experiments shall 
have demonstrated the incorrectness of 
the theories held at present.” 


“EVERY TEN YEARS”? 


THE head of another well known 
southern college of commerce, asked for 
his reaction to this charge that econo- 
mists ‘“‘wabbled” in their views, said: 

“The teacher of economics knows that 
the body of principles making up this 
subject is the expression of human be- 
havior in the aggregate. While the mass 
may be spurred on to greater purchasing 
by threats of inflation, or while the busi- 
ness man may be induced to cooperate, 
rather than compete, through the 
N.R.A. codes, human nature remains 
the same; fundamentally, therefore, the 
principles of economics need little modi- 
fication.” 

On the question of whether the present 
experimental program is going to prove 
successful, educators generally choose 
to maintain a scientific detachment. 
They are generally satisfied, as one of 
them put it, to wait and see whether 
the program “violates fundamental prin- 
ciples”. If it does not, it may succeed; if 
it does, it is doomed to failure. That 
there is more than a sprinkling of skepti- 
cism among teachers of economics is 
quite clear (CONTINUED ON PAGE 65) 
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RECORDAK 


Write for this new portfolio about 
a method of cutting costs 3 0% 


IGURE out what your bank 

would save by bookkeeping 
economies of 3344%% in labor, 
40% in machines, 50% in sta- 
tionery—a 40% reduction in 
transit operating Cost—savings 
up to 90% in filing space. 

Can such economies be neg- 
lected ....when you realize 
that no capital investment is 
required? 

Certainly you'll want to 
know how they are obtainable. 
This new Recordak Portfolio 
gives you the whole story in 
detail...including the valuable 
fraud protection and customer 
good-will features which Rec- 
ordak offers in addition. 

Six separate sections in a 
convenient file folder give you 
complete details of modern 
Recordak systems from the 


point of view of individual de- 
partments. A special section 
describes the recently per- 
fected Recordak Plan for com- 
munity banks. Details of the 
most efficient routines are pre- 
sented. Recordak experiences 
are described. 


The way to substantial econ-. 


omies in bookkeeping, transit, 
filing, floor space, storage, and 
mail and messenger costs is 
clearly shown. One section 
deals with fraud. Another with 
customer relations. 

Inshort, there is information 
vital to every progressive bank 
executive today. We want you 
to have it at your desk. We 
suggest that you send at once 
for the new Recordak Port- 
folio. Fill out and mail the 
coupon today. 


RECORDAK CORPORATION, 
Subsidiary of Eastman Kodak Company, 
350 Madison Avenue, New York City. 


Please send new Recorduk Portfolio to 


Name. 
Bank 
Street 


City 


ECORDAK 


SUBSIDIARY OF EASTMAN KODAK COMPANY 
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tion Finance Corporation, is being ex- 
ercised in a manner little short of abso- 
lute dictatorship. By an open market 
policy the Federal Reserve banks are 
forcing funds into the banks of the coun- 
try at a rate which has brought unused 
funds to the highest point ever known, 
the excess reserves of member banks in 
the Reserve System exceeding all pre- 
vious records by around $200,000,000. 

Every inducement the Government 
authorities can hit upon to force the 
lending of these unused funds to com- 
merce and industry is being employed. 
Lest this supply of money be not enough 
for its purposes the Government, 
through the Reconstruction Finance 
Corporation, proposes to lend banks up 
to a billion dollars at 3 per cent interest 
for relending at 5 per cent to commerce 
and industry. In furtherance of its pro- 
gram the Government proposes to ad- 
vance around $700,000,000 to reopen 
closed banks. 

As a climax it is all but forcing the 
banks of the country to enlarge their 
capital structures by selling preferred 
stock to the Reconstruction Finance 
Corporation—not only banks which 
may need and can profitably use addi- 
tional capital funds but banks whose 
capital structures are unimpeachable 
and which are already over-supplied 
with loanable funds. In short, while the 
Government is exercising unprece- 
dented powers in control of, and restric- 
tions upon, banking it is ready to go 
to almost any length in forcing credit 
through the banks into the channels of 
business with very little if any regard 
for the effect of this policy upon the 
banks themselves. 


DEBTS TO THE RFC 


THIS concentration of power in the 
Federal Reserve is all the more porten- 
tous in the fact that it is accompanied 
by increasing Government control of the 
actual management of the banks them- 
selves through the Reconstruction Fi- 
nance Corporation. For more than a 
year the banks of the country have 
owed this corporation from five to 
seven hundred million dollars in the way 
of loans made to them for the purpose 
of tiding them over difficulties. Up to 
September 1 total loans of $1,567,877,- 
811 to banks and trust companies had 
been authorized, of which $1,328,646,- 
730 had actually been advanced to more 


than a third of all the banks in the 
country. Of these advances, $635,059,- 
414 had been repaid, leaving an out- 
standing balance of $693,587,316. These 
loans have been made only after a cer- 
tain amount of examination of the banks 
on the part of the corporation and in 
most cases under contracts which im- 
pose certain restrictions upon the opera- 
tions of the banks. 

While the loans were originally tem- 
porary in their nature and implied more 
or less prompt repayment, they are be- 
coming, through renewals and exten- 
sions, permanent to a certain degree, 
and they involve an extensive and in- 
creasing control of the banks by the 
corporation—a control drastically en- 


forceable at any time through the power 
to grant or refuse loan renewals. 

To this increasing control of bank 
policies and bank management has been 
added direct participation of the Re- 
construction Finance Corporation as a 
Government agency, in the actual capi- 
talization and operation of banks 
through reorganization under the Emer- 
gency Banking Act—functions which 
the authorities are attempting to extend 
by forcing more Government-supplied 
capital upon banks by the purchase of 
preferred stock by the corporation. Up 
to the first of September the corpora- 
tion had agreed to purchase $108,650,- 
500 of preferred stock or capital notes 
or debentures in reorganized institu- 
tions and, in addition, to loan $16,598,- 
000 upon such securities. Up to that 
time it had actually disbursed $59,420,- 
582 in cash for these purposes, the bal- 
ance of the subscriptions awaiting com- 
pliance with the conditions laid down 
by the corporation. In these institutions 
the Government not only exercises con- 
trol through loans but actually partici- 
pates in the management of the banks. 

Under these conditions and policies, 
bank operations in the transition period 


November 


1933 


of the next few months will consist 
more largely of cooperation with the 
Government and its agencies than of 
independent bank management. Nor are 
these conditions altogether temporary. 
Immediate pressure upon the banks in 
the credit expansion drive and the im- 
minence of increased control under the 
deposit insurance system have rather 
overshadowed other basic changes in 
banking under the new law. On July 1, 
1934, the permanent deposit insurance 
system will come into being, and with 
it must eventually come membership in 
the Federal Reserve System for all banks 
which are to enjoy the benefits of de- 
posit insurance. 


SUBMERGENCE 


AFTER June 16, 1934, the separation 
of banks and their security affiliates be- 
comes effective. In the meanwhile the 
effects of the act regulating the issue of 
securities will be tested. Whatever may 
be the effects of these more permanent 
changes in their business, it is evident 
that the banks of the country in the 
next few months will function in a sub- 
merged condition—submerged under 
new Government power and control, 
submerged in a flood of Government 
credit and Government credit policies, 
submerged under artificial business con- 
ditions over which neither banking nor 
the Government itself has any control. 
Even the deposit insurance system with 
its ultimate amalgamation of all banks 
under the Federal Reserve has come to 
be almost a side issue under the pressure 
of Government control over immediate 
credit policies. 

Perhaps the factor in the present sit- 
uation most disturbing to conservative 
bankers is the increasing political ele- 
ment in bank control. This, too, is logi- 
cal enough if certain premises be as- 
sumed. Under the Thomas amendment 
to the Agricultural Adjustment Act the 
Government, through the Secretary of 
the Treasury, can force upon the Re- 
serve System as much as $3,000,000,000 
in Government securities, while at the 
same time it can force the System, di- 
rectly or indirectly, to maintain an open 
market policy in accord with Govern- 
ment instructions. This is direct Gov- 
ernment control of the Federal Reserve 
System. 

The Reserve banks, under their new 
authority, can, in turn, force the Sys- 
tem’s policy upon member banks, the 
latter, in time, including all banks in the 
United States. The line of control from 
the Treasury to the smallest bank in 
the country is direct and unmistakable. 
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Ll, a small, almost frontier city, 
The First National Bank of Chicago 
was organized in 1863. Its growth has 
reflected the growth of the territory 
of which Chicago is the commercial 
center. 


From little more than a local bank the 


First National has developed world- 
wide connections with facilities for 
the prompt and efficient handling of 
financial business. 

Through the Banks and Bankers 
Division correspondents have an 
intimate personal contact with 
business developments, national and 
international. 


New business is invited. 


The First National 
Bank of Chicago 
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Devaluation 
Post Mortem 


By Jj. 


ANDERSON FITZGERALD 


Dr. Fitzgerald is dean of the School of Busi- 
ness Administration of the University of Texas 
and a member of the Stable Money Association 


ministration was asked whether 

the dollar would be devalued and 
how soon. He gave no answer, except a 
laugh. 

The United States dollar has already 
been devalued. Last February the dol- 
lar, the French franc, the Swiss franc 
and the Dutch guilder were exchanging 
at values close to their mint parities. 
Since then the dollar has dipped as low 
as 64 per cent of that value, while gold, 
which when coined in the United States 
brought $20.67 an ounce, now sells 
abroad at more than $30 an ounce. Gold 
mining companies of the United States 
are permitted to sell their product 
abroad at such a price. 

Last winter it was considered wildly 
inflationary to propose that the gold 
dollar (our then standard dollar) should 
be devalued by one-third. But that 
amount of devaluation was actually 
reached with the paper dollar (our pres- 
ent standard dollar). 

Now what would be the result if it 
should be announced that the gold dol- 
lar were devalued? Since such devalua- 
tion, if it is ever made, would be pro- 
vided as a return to some kind of gold 
standard, and would likely be in the 
same proportion as the depreciation at 
that date in the paper dollar, let us 
think in terms of a devaluation of 30 
per cent at the present time. If gold dol- 
lars were distributed among all the peo- 
ple, the order to revalue these dollars 
would change every 100 units into 143 
units. The purchasing power would, in 
terms of dollars, without regard to pre- 
vious possible premiums, be up 43 per 
cent. 

But who has the gold? The gold min- 
ing companies, the United States Trea- 
sury and, chiefly, the Federal Reserve 
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banks. The people have been required 
to surrender at first all their gold, later 
all over $100. The Treasury would write 
up the value of the gold which it has in 
its own vaults, and each gold dollar of 
yesterday would be expressed as 1.43 
gold dollars. The Federal Reserve banks 
would write up the values of their assets, 
for their four billions of old gold dollars 
would be increased by over one and 
two-thirds billions in new gold dollars. 

Prices in paper dollars would now be 
the same as in gold dollars. Exchange 
rates on the paper basis would theoret- 
ically be the same as on the gold basis. 
If there were shorts in dollars abroad, 
our dollar might rise for a time and re- 
sult in gold imports. The Federal Re- 
serve ratio would rise 43 per cent. Until 
such a time as confidence should be re- 
stored in business and credit, such that 
borrowers would choose to borrow and 
lenders could lend with reasonable risk, 
the Reserve banks could expand even 
further as the investment affiliate of the 
Government. Its one and two-thirds bil- 
lions of profit on the above write-up of 
its gold stock, which would no longer 
accrue to the Government as a franchise 
tax, would be additional dollar basis for 
credit. When loan expansion did start 
there would become possible an orgy 
which would make 1928-29 look like a 
preliminary bout of amateur specula- 
tion. 

We have neglected a factor of chief 
importance—a factor whose effects up- 
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set calculations based only on the phys- 
ical and mechanical. The ups and downs 
of human feeling must be taken into 
account. This factor is paramount in 
determining the extent of expansion of 
credit and its velocity. 

Fear of a cheap money policy pro- 
duced the gold panic of February, 1933. 
The public nearly always fears a repe- 
tition of a disaster, though it forgets 
quickly (to the advantage of dema- 
gogues). Gold restored to circulation 
might again be hoarded. Prices might 
fall sharply for a season. If the people 
should expect a return exhibition of 
gold grabbing, those who have seen the 
gold mining companies take the best 
seats at the present one, might then 
rush to the front row. And not without 
cause. The history of currencies teaches 
in large letters which all who see may 
read: ONE DEPRECIATION IS FOL- 
LOWED BY ANOTHER. The value of 
the original French unit in the days of 
Charlemagne was 82 times that of the 
pre-war franc. 

Is there a moral in the history of 
monetary systems? Why was gold se- 
lected and kept this long as a standard? 
Is it without significance that recent 
demonetization has increased rather 
than decreased gold value? Which is 
better, the record of gold standards or 
the record of managed currencies? 

May we hope that the United States 
will yet avert the consequences suffered 
by Europe in currency experiments. 
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THE buildings that have recently come under 
the control of your company are white ele- 
phants. How can they be brought to a profit- 
able basis again at least possible expense? 

Consider this in your plans for up-keep and 
repair of these buildings: Profitable tenants 
do not remain in buildings with poor elevator 
service, 

Otis Elevator Company is prepared to take 
over the care of elevators in your buildings 
under a special plan embracing three impor- 
tant services: Reconditioning, maintenance, 
and modernization. 

The Reconditioning Service brings the 
used (or misused) elevator back to its origi- 


nal state of operating efficiency and economy. 


November 1933 


ite 
ele hants 


Maintenance provides that skilled Otis men 
shall regularly care for elevators. 

Under Modernization, old elevators are 
completely overhauled and given the recent 
elevator improvements in operating efficiency 
and passenger comfort. 

We suggest that you arrange for a free 
survey of the elevators in your buildings 
by telephoning the local Otis office. The 
engineers who make this survey will also 
supply you with more complete details on 
the three services — reconditioning, mainte- 


nance, modernization. 


OTIS 


ELEVATOR 
COMPANY 


for a number of reasons, in an ad- 

vantageous position for defense 
against banditry. The majority of banks 
in the country, however, are located in 
towns and cities of less than 25,000. And 
it is these banks which are the particular 
target of bandits. 

Eighty-six per cent of all insured 
bank robbery losses, according to in- 
surance underwriters, occur in these 
communities, and the frequency ratio 
of robberies has shown a rapid increase 
in recent years, particularly in certain 
areas. For example, in 14 western states 
an insured bank must pay $200 a year 
for the same insurance that a bank in 
New York State can buy for only $10. 

Statistics show that most of the rob- 
beries occur among banks which have 
no mechanical protection or whose 
equipment is entirely unsuited to the 
needs of the times. A recent study of 
the Association’s member bank holdups 
showed 92 out of 126 succeeded in cases 
where there was no display of preventive 
measures. The bandit, even when filled 
with dope, avoids the protected bank, 
especially when there are numerous 
other less perilous ventures open to his 
consideration. 

In the matter of rates on the first 
$10,000 of holdup insurance, however, 


(Cer banks in the United States are, 
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Protection 


NESMITH 


Group Action Is Necessary If 


Adequate Safety Measures 
Are to be Provided 


the well protected bank in a given terri- 
tory finds itself in the same position as 
the sound bank in the matter of deposit 
insurance—it pays for the shortcomings 
and omissions of its competitors in the 
banking business. 

The one apparent remedy for this 
evident inequality is group action to 
force the same consideration to protec- 
tion that has already been accorded to 
interest rates, interest charges and 
other problems in bank operation. 

The potential benefit is clear. Better 
protective means cannot but reduce rob- 
beries; reductions in robberies will take 
away from insurance companies their 
justification for present or higher rates. 
The final result may well be a reclassi- 
fication of areas or exemptions of spe- 
cific districts at savings which will 
quickly amortize the cost of adequate 
protection. 

In this whole situation of protection, 


the individual bank is handicapped. 
Concerted action to end laxity and bring 
about a degree of uniformity in pro- 
tection is an essential step and there 
could be no better time to get results 
than now, when the Bankers Code of 
Fair Competition is being put into ef- 
fect. 

Banking costs today are the grave 
concern of every executive in every 
bank, particularly those in smaller com- 
munities. Insurance costs are an impor- 
tant item of expense in every bank 
everywhere. They have increased stead- 
ily during a period when all other costs 
have been decreasing, yet the under- 
writers contend their loss figures justify 
every increase. If group action can 
bring about reductions through ade- 
quate protective measures, or can fore- 
stall further advances, the economies 
will be sufficient to make preventive 
machinery the best investment. 
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Reasons 


WHY THESE COMPANIES 


I FINANCIAL STRENGTH 


The COMMERCIAL UNION GROUP constitutes one of the 
largest and strongest insurance organizations in the world, and 
its operations extend to every phase of human activity. Through 
co-ordination, stability and efficiency each individual company 
stands high as a bulwark of safety. 


2% FUTURE PROTECTION 


The COMMERCIAL UNION GROUP has withstood the shocks 
of conflagrations and commercial recessions. Its financial ex- 
hibit gives assurance of its firm establishment as a lasting, 
representative organization, ably fortified to meet all future 
obligations. 


3 SERVICE 


The COMMERCIAL UNION GROUP embraces practically 
every known form of insurance and gives full dollar value to its 
Policyholders in point of service in all branches of its protection. 
It understands and meets successfully all problems, and offers 
to Policyholders, Agents and Brokers service and facilities that 
are unsurpassed. 


4 LOSS SETTLEMENT 


The COMMERCIAL UNION GROUP has never denied the 
payment of any legitimate claim. The ample surplus and reserves 
maintained by each individual Company, together with its con- 
servative investment policy, guarantee to its Policyholders that 
all legitimate claims will be paid. 


Commercial Union Assurance Company, Limited > INTERN ATION AL REPUT ATION 


The Ocean Accident and Guarantee Corporation, Limited 
American Central Insurance Company The COMMERCIAL UNION GROUP guards jealously the high 
Columbia Casualty Company esteem which Policyholders and Agents everywhere have for 


The Calfornla insurance Company each individual Company. 
The Palatine insurance Company, Limited 


The British General Insurance Company, Limited 
Union Assurance Society, Limited 
The Commercial Union Fire Insurance Company 


Are preferred by Agents and Brokers 


We invite you to rewiew the financial statement of each of these Companies which 
will be furnished upon request to the 


COMMERCIAL UNION GROUP 


ONE PARK AVENUE 
NEW YORK 


CHICAGO ATLANTA SAN FRANCISCO 
These Companies Write Practically All Classes of Insurance, Except Life 
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A Billion Dollar Obstacle 


To World Recovery Plans 


(CONTINUED FROM PAGE 37) 

way” because the purpose thereof was 
originally to finance the electrification of 
that government-owned railroad, and 
because the bonds are secured by its 
gross receipts, which constitute an item 
of government revenue, exactly like cus- 
toms duties or income tax. 

Besides the third funding loan the 
four dollar loans are outstanding $144,- 
670,000, in addition to £76,344,500, 
Fcs. 229,000,000 (Swiss) and Fcs. 103,- 
220,000 (French). 

Interest and amortization on this 
amount of debt, at, say, 6 per cent, would 
be a yearly charge of almost 40 millions 
of dollars. It is quite possible that the 
government of the Brazilian Union will 
be able to budget for this bond service 
in four or five years time, but existing 
engagements, as agreed to by the bank- 
ers in March, 1932, stipulate for re- 
sumption of interest payments on all 
the loans on and after December 1, 1934. 
If, 12 months hence, it should be evident 
and admitted that full interest payments 
will not be resumed on that date, the 
bankers’ plan will have failed, and it 
will be needful to elaborate a new meth- 


od of adjustment in order to protect the 
interests of investors holding $144,670,- 
000 principal amount of Brazilian fed- 
eral bonds sold in this market, even 
though holders of the funding bonds 
may not require protection. 

Such is briefly the situation with re- 
gard to the federal debt of Brazil, which, 
although requiring expert attention for 
the duration of the world crisis, need 
not cause alarm to bondholders. The 
burden is only 16 dollars per head of 
population, comparing with 98 dollars 
for the funded foreign debt of the Chil- 
ean national government. 

Unfortunately, the tale is only half 
told. Fifteen of the Brazilian states and 
eight cities have also contracted foreign 
loans and, although the federal govern- 
ment is not responsible for these debts, 
service on them must be met out of the 
nation’s balance of payments, which, al- 
though favorable, is not at present large 
enough to provide foreign exchange for 
the states in addition to the require- 
ments of the federal government. 

American bondholders are deeply in- 
volved in the Brazilian provincial and 
municipal governments’ debt situation, 


SELLING 


President Hoov- 
er’s pre-inaugura- 
tion visit to South 
America in the 
winter of 1928-29 
accomplished 
much in further- 
ing a good under- 
standing between 
this country and 
the Latin-Ameri- 
ean republics 


INTERNATIONAL 


1933 


TO THE RIGHT 


The Congressional Palace in 
Montevideo, Uruguay, scene of 
the coming Pan-American con- 
ference scheduled for early De- 
cember. The agenda in general 
terms calls for discussion of com- 
mercial and cultural problems 


since nine states and three cities have 
been financed by long term bond issues 
sold in New York, on which about 
$187,000,000 is outstanding. 

Almost all of these governments are 
fairly good risks and are defaulters 


‘against their will, since the federal gov- 


ernment controls the supply of foreign 
exchange, but each and every one of 
them presents a problem differing essen- 
tially from those of the others. For this 
reason adjustment of these debts will 
require expert and lengthy negotiation, 
which might be initiated without delay 
in order that the creditors may obtain 
some control over arrears of interest at 
about 7 per cent, which, it is asserted, 
have been deposited in the Bank of 
Brazil. After two or three years of de- 
fault these arrears will amount to a 
large sum, the claim to which will grow 
shadowy if not pushed vigorously and 
unceasingly. 

Several proposals for treatment of 
this debt have emanated from Brazil. 
It has been suggested that all of the 
state and municipal issues be refunded 
into Brazilian currency obligations. 
Most bondholders have naturally only 
the haziest idea of what is the value of 
a milreis. Reference to the exchange 
tables of New York papers shows that 
the par value is about 12 American gold 
cents and the nominal current value 8 
cents paper. It may also be ascertained 
that the official rate was steady at 714 
cents for a whole year before the break 
in the dollar. This sounds well but the 
fact is that not so long ago Brazilian 
paper money was salable in New York 
at from four to five cents to the milreis, 
and drafts on New York were unobtain- 
able in Rio de Janeiro except for ap- 
proved payments of indispensable im- 
ports. 

If, therefore, the debt is refunded at 
par, as proposed, bondholders stand to 
lose at least 50 per cent of their prin- 
cipal and interest. This loss might be 
acceptable, but there is no guaranty that 
the milreis will be maintained, even offi- 
cially and nominally, at 8 cents. In fact, 


e 
é 
4 we” 
& 
j 


AMERICAN BANKERS ASSOCIATION JOURNAL, 


persistence in the coffee valorization 
policy now resuscitated will most prob- 
ably tend toward inflation of the cur- 
rency. This plan will therefore probably 
be resisted by any organization repre- 
senting the bondholders. 

It may also evoke opposition from the 
debtors themselves, because some of 
them are not involved in the coffee im- 
broglio, are not insolvent and have al- 
ready taken the precaution to acquire 
considerable quantities of their own 
bonds in the open market at default 
prices. These states have formed close 
relations with prominent banking houses 
and desire to retain their liberty of 
action. 

Another proposal is to refund the en- 
tire debt. in sterling, with large reduc- 
tions of principal amounts outstanding. 
This suggestion classifies the states in 
groups according to their political and 
economic importance, but does not take 
into consideration their respective de- 
grees of indebtedness. 

Some of the states have borrowed in 
London, Paris and even Amsterdam as 
well as in this market, and it will be a 
task of great complexity to make satis- 


SELLING 


The United States has not been alone in 
looking toward South America for prof- 
itable commercial relationships. The 
Prince of Wales and his brother, Prince 
George, toured the southern continent 
in the spring of 1931, giving special 
attention to British-Argentine trade pros- 
pects. The Prince opened the British 
Trade Exposition, held in Buenos Aires 
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factory adjustment of the numerous 
loan contracts. There should be as little 
delay as possible in starting negotia- 
tions. The following order in which the 
states, each with its respective munici- 
palities, should be able to meet payments 
is suggested: 

1. Rio Grande do Sul, Santa Catha- 
rina, Maranhao and Minas Geraes; 

2. Federal District of Rio de Janeiro, 
Parana and Pernambuco; 

3. Rio de Janeiro, Ceara and Sao 
Paulo. 

Sao Paulo is the richest and most 
powerful of these states, but will not be 
in a position to make acceptable over- 
tures to its creditors until the 1933-34 
coffee crop is out of the way. Rio de 
Janeiro state is in the same quandary. 
Minas Geraes and Parana are also af- 
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fected by the coffee crisis, but they have 
other important sources of revenue and 
their foreign debts are not so unwieldy 
as is that of Sao Paulo. Minas is polit- 
ically and economically important. Rio 
Grande do Sul is prosperous and so, in 
a small way, are Santa Catharina and 
Maranhao. These states should not be 
required to pay more than 6 per cent 
interest on any bond issue. Pernambuco 
is leader in northern Brazil; Ceara has 
suffered from drought, and Rio City is 
closely connected with the federal gov- 
ernment, which is evidently inclined to 
look after its own debt problem first. So 
much for Brazil. 

Uruguay has suspended sinking fund 
operations on the national foreign debt 
and refuses to allow the national bank 
to release foreign exchange for the bond 
service of its capital city, Montevideo. 
Interest on the city loans amounts to 
only about $340,000 half-yearly. If in- 
terest on the 8 per cent government loan 
could be reduced to 6 per cent and that 
on the two city loans to 5 per cent, the 
saving would be $150,000 half-yearly. 
It should not be necessary to make fur- 
ther concessions to Uruguay. 

Argentina continues to pay interest 
on the national and Buenos Aires City 
debts. The provinces of Cordoba and 
Tucuman also pay full interest, and 
Mendoza 4 per cent out of 714 per cent. 
Buenos Aires Province pays in Argen- 
tine currency and remits to New York 
“as and when the corresponding ex- 
change is available.” Tucuman City pays 
60 per cent of its bond interest in our 
dollars. (CONTINUED ON NEXT PAGE) 
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Cordoba and Santa Fe cities are in 
default, also Santa Fe Province. Exist- 
ing adjustments were effected without 
consultation with bondholders, but are 
fairly satisfactory and evince good will. 
Not so, however, the Santa Fe default. 
This province contains the second most 
important city in the republic, is larger 
than New York and owns more indus- 
trial establishments than any other Ar- 
gentine province except Buenos Aires. 
The city of Santa Fe is an exceedingly 
important railroad terminus and junc- 
tion. The default is pursuant to an au- 
thorization for the executive to effect 
readjustment of the foreign debt during 
a moratorium until July 30, 1935. The 
municipal loans are guaranteed by the 
province, which undertook to deposit 
pledged taxes weekly. 

Republic of Colombia debt conditions 
resemble those of Brazil but on a smaller 
scale. There is a national, a depart- 
mental and a municipal debt. Until the 
outbreak of hostilities with Peru it 
seemed that default on interest pay- 
ments by the national government would 
be avoided. But this attack, which oc- 
curred at a moment when the executive 
was straining every nerve to conserve 
the national credit abroad, embittered 
the people of Colombia and lowered 
their moral standard, just as has hap- 
pened in so many other countries, where 
foreign debt has been relegated to a 
subordinate position very much at vari- 
ance with the terms of bond contracts. 

Briefly, the national government now 
offers payment of coupons one-third in 
cash and two-thirds in non-interest- 
bearing scrip. This method of payment 
is temporary and can doubtless be modi- 
fied at any time by arrival at a new 
understanding satisfactory to both par- 
ties. 

The case of the departments and 
municipalities is far more complicated. 
As in Brazil, the richest and most in- 
fluential political subdivision has 
plunged recklessly into debt, while some 
of the poorer governments have bor- 
rowed well within their capacity to pay. 
Here also quick action is recommended 
together with a carefully studied order 
of precedence as to payment, for in- 
stance: 

1. Santander, Tolima, Barranquilla; 

2. Bogota, Medellin, Caldas, Cundi- 
namarca; 

3. Cauca Valley, Cali, Antioquia. 

Barranquilla has already come to 
terms with the fiscal agents of the loans. 
Santander and Tolima will probably 
give no trouble. Bogota and Medellin 
have been reported as ready and willing 


to resume payments. Caldas and Cundi- 
namarca should soon be able to do so. 
All interest rates exceeding 6 per cent 
should be reduced to that figure and 
sinking funds modified so as to allow 
bonds to be tendered at par in lieu of 
cash. 

Cauca Valley department and _ its 
capital city, Cali, will need concessions. 

Default conditions in South America 
are rapidly becoming chronic. From 
chronic to incurable is only a step. The 
houses of issue have not been able to ac- 
complish much. They are handicapped 
by the assumption that all bond con- 
tracts were well and truly made. They 
are naturally loath to admit that interest 
rates are too high, sinking funds in some 
cases inhumanly ferocious and pledged 
revenues worthless as security. The re- 
cently proposed Corporation of Foreign 
Security Holders can make these ad- 
missions, proceed to ratify mistakes and 
establish better relations with the na- 
tions we have financed. 


Trust Institutions 


Under the Code 


(CONTINUED FROM PAGE 23) 


to all customers alike.” This means, of 
course, that trust institutions should 
not, under the Code, grant special favors 
with regard to fees to any customers. It 
does not mean that fees should not be 
classified according to the nature of the 
trust property or graduated according 
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to the amount of the trust property. In 
fact, the schedules of fees recommended 
by the Committee on Costs and Charges 
are graduated. For example, the com- 
mittee suggests that in living trustee- 
ships the fees on both income and prin- 
cipal should be figured at the following 
rates: 5 per cent on the first $100,000, 
21% per cent on the next $900,000 and 
2 per cent on the next $24,000,000 and 
over. The committee recommends grad- 
uated fees in testamentary trusteeships, 
guardianships and life insurance trus- 
teeships. 

The inclusion of this sentence in the 
Code, “minimum fees (in any com- 
munity) for trust services should be 
uniform and applied uniformly and im- 
partially to all customers alike’”’—which, 
as a part of the Code is enforceable, as 
every other part is—will be equally ad- 
vantageous to trust institutions and to 
trust customers. Trust institutions, on 
their part, will know that they are 
neither undercharging nor overcharging 
for their trust services and that they 
are treating all their customers impar- 
tially. Trust customers, on their part, 
have the satisfaction of knowing that 
they are paying for their trust services 
the amount or rate of compensation that 
is generally and uniformly paid through- 
out the community—no more, no less. 

The adoption of the Statement of 
Principles of Trust Institutions as a 
part of the bank Code with the above 
provision about the uniformity and im- 
partial application of trust fees puts 
trust service on a proper business basis. 


THE GROWING POWER OF THE POLICE STATE 
The last civilian is brought to justice. 


**Muskete”’ (Vienna) 
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Specialists in Bankers’ and Brokers’ 
Blanket Bonds; Fidelity and Surety 
Bonds: Burglary, Robbery, Check 
Forgery and Plate Glass Insurance. 


Established 1890 


FIDELITY AND DEPOSIT 
COMPANY OF MARYLAND 


BALTIMORE 


An American company which con- 
tributes substantially to the progress 
of the Nation through the taxes it 
pays to states, counties, municipali- 
ties and to the Federal government, 
and through the financial security 
provided by the various forms of 
bonds and insurance policies it writes. 
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Thos. Willing, Esq. 


(CONTINUED FROM PAGE 27) 


titude of Willing and his colleagues 
could not be overlooked by the radical 
patriots in Philadelphia. A  Penn- 
sylvania convention without legal au- 
thority but with the approval of Con- 
gress assembled in Philadelphia on July 
20 and elected a new delegation to 
Congress. Franklin, Morris, Morton 
and Wilson were reelected but the rest 
of the nine delegates were new men. 
When the engrossed Declaration was 
actually signed in August these nine 
delegates, only three of whom had 
actually voted in favor of independence, 
became the Pennsylvania signers and 
consequently immortal. 

Willing’s opposition to independence 
does not seem to have affected his posi- 
tion in Philadelphia. There is nothing 
to indicate that he was at any time 
made the subject of popular persecu- 
tion. He remained in partnership with 
Morris and was of much assistance to 
Morris when the latter became the chief 
financial officer of the provisional gov- 
ernment. When General Howe occupied 
Philadelphia in 1777 Thomas Willing 
remained in the city attending to the 
business of his house, which was then 
the largest commercial establishment in 
the Colonies. His judicial duties on the 
supreme court seem to have continued 
up to the British occupation. Although 
Thomas Willing maintained certain 
friendly contacts with General Howe, he 
resolutely refused Howe’s request that 
he take the oath of allegiance to King 
George III. Furthermore, Willing and 
his family kept severely apart from the 
social entertainments in which British 
officers were received by so many lead- 
ing citizens of Philadelphia. During the 
British occupation of Philadelphia Will- 
ing was a frequent intermediary be- 
tween Howe and the members of the 
Continental Congress on the subject of 
terms of peace. 

Congress in 1781, at the suggestion of 
Robert Morris, then superintendent of 
finance, approved a plan for the estab- 
lishment of the Bank of North America 
with a capital of $400,000. This ap- 
proval was subsequently repeated the 
same year by the grant of a perpetual 
charter. The bank was successor to the 
so-called Bank of Pennsylvania, which 
was not a real bank at all, but merely 
a Revolutionary purchasing agency. 

Thomas Willing was chosen the first 
president of the Bank of North America. 
The bank started business promptly at 


the beginning of 1782, although Con- 
gress had no authority to grant a charter 
to it and although the necessary rati- 
fications had not been received from 
the other Colonies. The bank was of 
essential utility to the struggling gov- 
ernment in the closing years of the war 
and the subsequent years of liquidation 
of colonial obligations. In a few years 
its financial integrity was established 
and its notes were current throughout 
the country at par in spite of the bad 
repute of all paper money on account 
of the depreciation in Continental cur- 
rency. The bank operated under more 
or less dubious congressional and state 
authority until 1787 when it was char- 
tered by Pennsylvania for 14 years. 
When the legal authority of the Bank 
of North America was attacked, Hamil- 
ton, then practicing law in New York, 
obtained in connection with his work 
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opinion which to Washington's mind 
refuted the objections of his colleagues, 
Washington thereupon signed the bill. 

It was several months after the bank 
stock was subscribed before the stock- 
holders were able to meet for the elec- 
tion of directors. Each stockholder was 
allowed to cast one vote for one share, 
and additional votes for additional 
shares on a rather complicated schedule, 
but the voting limit to any stockholder 
was 30 votes, and no foreign stock- 
holder could vote by proxy. Only citi- 
zens were eligible to be directors. The 
directors first offered the presidency of 
the bank to Oliver Walcott, Jr. When 
he refused it Thomas Willing was elect- 
ed at a salary of $3,000 a year, payable 
quarterly. The total annual salaries paid 
to the entire personnel of eight, count- 
ing the office boy, aggregated $11,950. 

When the time came for the bank to 
apply for a renewal of its charter it 
had the support of President Madison, 
who originally opposed it, and of his 
competent Secretary of the Treasury, 


This blunderbuss was used in the early offices of the Bank of 

North America. It is now in the possession of the Pennsylvania 

Company for Insurances on Lives and Granting Annuities, in Phil- 
adelphia 


for a client a legal opinion from James 
Wilson. When Hamilton was made Sec- 
retary of the Treasury in 1789 he again 
formulated a plan for a bank system. 
This plan was submitted to James Wil- 
son, who had come to the Bench of 
the Supreme Court just created by the 
new Constitution. Out of this consulta- 
tion with Wilson grew Hamilton’s fa- 
mous report of 1790 on the necessity of 
a national bank. The results of Hamil- 
ton’s efforts are familiar matters of 
history. Congress accepted his propo- 
sals by large majorities. The cabinet 
was sharply split. When the bank bill 
was presented to President Washington 
February 14, 1791, for his signature 
he requested written opinions from both 
Randolph, Attorney General, and Jef- 
ferson, Secretary of State. Finding they 
were both in doubt as to the constitution- 
ality of the bank act he turned to 
Hamilton who submitted an elaborate 


Albert Gallatin. The leading business 
and financial people of the country, 
especially of the seaboard states, were 
strongly for the bank. There had never 
been a suggestion of scandal in the 
bank’s management. It had never been 
accused of political intrigue or of any 
form of favoritism, except that it an- 
noyed western interests by refusing to 
permit branch notes to be accepted at 
par, except at the branch which issued 
them. Nevertheless there was strong 
opposition to the renewal of the bank’s 
charter. Many persons still thought that 
Congress had no constitutional power 
to charter a bank. There was a popular 
fear of a central money power, espe- 
cially when it was under somewhat 
aristocratic control. 

It was easy to arouse prejudice 
against the bank because 72 per cent 
of its stock was owned abroad. Some 
claimed that (CONTINUED ON PAGE 68) 
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BY LACK OF CAPITAL 


AND IMPAIRED CREDIT 


For nine months the plant shown in the 
picture stood idle. Too little leadership— 
too many factions—too much working at 
cross purposes—defeated all efforts to re- 
open it. 

Then Michael Tauber & Company was called 
in. We brought together the warring fac- 
tions—we crystallized the salient factors to 


Crewed BY REORGANIZATION 
“ EMPLOYEES BACK TO WORK 


...and TAUBER SERVICE was Responsible 


a workable plan. And thus we were able to 
bring in new capital and put the factory back 
into production. 


Several hundred employees were given jobs 
immediately, with a promise of hundreds of 
more jobs to follow. An industry was saved 
for the city! A happy solution was reached— 
for the business, the city, and the bankers. 


List Your Industrial Plants With Us 


Through our contacts we have assembled pro- 
spective purchasers and lessors of industrial 
plants. 


We invite your inquiry so that we may outline 


our plan making possible group listings na- 
tionally advertised at very nominal cost for 
each unit. 


MICHAEL TAUBER & CO. 


Business Engineers - Liquidators - Auctioneers 


411-23 South Market Street 


Chicago 
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court cannot levy the tax (Rees vs. 
Watertown, 19 Wall 107). 

Yet there is one case which seems to 
hold that the legislature may delegate 
the taxing power to the courts (7 Wall 
U. S. 175). In the case last cited a 
statute authorized the court, whenever 
in a mandamus proceeding the officer 
who was mandamused refused to obey 
the mandate of the court, to appoint 
someone to carry out its order, and it 
was held that if a town officer refused 
to obey a mandamus compelling him to 
levy a tax the court could appoint some- 
one to carry out its mandate. This is, 
however, a special statutory rule of law, 
and the weight of authority is that a 
court cannot compel the levying of a 
tax when the taxing authorities refuse 
to levy it. In fact in the state of 
Missouri, town officers were for several 
years elected upon the express under- 
standing that they would refuse to obey 
the mandamus of the court ordering 
them to levy a tax and would spend 
their official term in jail for contempt 
of court. Similarly if the taxes have 
been levied and the collector refuses to 
collect them or there is no collector the 
court cannot itself collect (115 U. S. 
550). Nor can an executive officer, such 
as a town treasurer, assess taxes (88 
Ind. 304), A person can be put on the 


RATIOS— 


assessment rolls only by the statutory 
legislative taxing officers. Not even the 
President of the United States can levy 
taxes without congressional authority, 
when he is not acting under his extraor- 
dinary war power (182 U. S. 222). 
The taxing power may be alienated 
by the exemption of property from 
taxation. Such an exemption is not a 
contract obligation nor is it perpetual, 
and it may be taken away at any time 
without violating any contract obliga- 
tion or any constitutional ‘immunity 
(Christ Church vs. Philadelphia, 24 
How. U. S. 300). But though an or- 
dinary exemption from taxation is not 
a contract the state can contract away 
its power of taxation with respect to 
specific lands for a valuable considera- 
tion and such a contract cannot be im- 
paired (New Jersey vs. Wilson, 7 Cranch 
U. S. 164). In the case last cited some 


fer Cent Total Debts of Wealth 
Private - 


+ = Total Service of Income 


LONG TERM DEBTS TO WEALTH, 
SERVICE CHARGES TO INCOME 


November 


1933 


Indians released to the state their claims 
to certain lands and received from the 
state other lands and a promise not to 
tax these lands. When the Indians sub- 
sequently left the state and sold their 
lands, the legislature attempted to tax 
them in the hands of the grantees from 
the Indians, but the courts held that in 
this case the exemption was a contract 
obligation founded upon a good con- 
sideration and could not be impaired. 
This case seems to be an exception to 
the well established rule of law that the 
government cannot contract away its 
right to exercise a governmental power. 
Thus the government could not make 
a contract surrendering its right to grade 
a street, and it is difficult to understand 
why an exception should be made in 
the case of the law of taxation. 

As a matter of fact the decision in the 
case reported in 7 Cranch is unsound, 
although it is a logical application of 
the general principles of the private law 
to a public legal relation by Judge Mar- 
shall. The United States Supreme Court 
has in sub- (CONTINUED ON PAGE 62) 


The extent to which we have mortgaged 
our national wealth has steadily mounted 
during the past 20 years from 20 per 
cent to 45 per cent of the estimated total. 
The debts of the public (Federal, state 
and municipal) which were 3 per cent of 
the total national wealth in 1914 are now 
12 per cent; and in the same period pri- 
vate debts (corporation and individual) 
have doubled in relation to wealth from 
17 per cent to about 34 per cent. Per Cent Total Debts of Weatth 


The percentage of income required for ' 


interest and amortization of these debts 
did not increase greatly from 1914 to 
1929, but since then it has jumped 
rapidly, until now practically 20 cents 
out of each dollar of income must be 
used to carry our various debts. 


~ Private 
Total Service of income 


CHART AND DATA FROM J. P, HICKMAN. JR. 
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New York Trust 


40th St. & Madison Ave. 


Company 


IO0O BROADWAY 


Fifth Ave. & 57th St. 


CONDENSED STATEMENT OF CONDITION 
At the close of business, September 30, 1933 
LIABILITIES 


RESOURCES 


Cash on Hand, in Federal 
Reserve Bank and Due 


from Banks and Bankers $60,255,501.17 


United States Government 
Securities . 

Other Bonds and Securities 

Loans and Bills Purchased 

Real Estate, Equities, 
Bonds and Mortgages 

Customers’ Liability for 


Acceptances and Letters 
of Credit 


Accrued Interest and Other 
Resources . 


Liability of Others on Ac- 
ceptances, etc., Sold with 
Our Endorsement 


81,918,293.70 


40,736,326. 36 
113,521,457.54 


14,412,693.19 


Capital 

Surplus 

Undivided 
Profits 


Reserves: 


Deposits . 
Outstanding 


5,919,368.71 Checks . 


For Contingencies 
For Taxes, Interest, etc.. 
231,477,188.03 


$12,500,000.00 
20,000,000.00 


2,204,151.18 $34,704,151.18 


10,500,000.00 
2,421,419.37 


17,752,442.10 249,229,630.13 


Dividend Payable Septem- 


ber 30, 1933 
Agreements to Repurchase 


625,000.00 


U. S. Government Secu- 


2.905.406.35 rities Sold 


Credit . 


7,375,500.00 


Acceptances and Letters of 


14,813,346.34 


Acceptances, etc.,Sold with 


450,953.02 


$320,120,000.04 


Our Endorsement 


450,953.02 


Member of the Federal Reserve System and of the New York Clearing House Association 


MALCOLM P. ALDRICH 
New York 
FREDERIC W. ALLEN 
Lee, Higginson & Company 
ARTHUR M. ANDERSON 
J. P. Morgan & Company 
MORTIMER N. BUCKNER 
Chairman of the Board 
JAMES C. COLGATE 
James B. Colgate & Company 
ALFRED A. COOK 
Cook, Nathan & Lehman 
WILLIAM F. CUTLER 
Vice-President 


American Brake Shoe & Fdy. Co. 


FRANCIS B. DAVIS, JR. 


President, United States Rubber Co. 


HARRY P. DAVISON 
J. P. Morgan & Company 


Trustees 
GEORGE DOUBLEDAY 
President, Ingersoll-Rand Company 


RUSSELL H. DUNHAM 
President, Hercules Powder Company 


SAMUEL H. FISHER 
Litchfield, Conn. 


JOHN A. GARVER 
Shearman & Sterling 


ARTEMUS L. GATES 
President 


HARVEY D. GIBSON 
President, Manufacturers Trust Co. 


CHARLES HAYDEN 
Hayden, Stone & Company 


F. N. HOFFSTOT 
President, Pressed Steel Car Co. 


B. BREWSTER JENNINGS 
Standard Oil Co. of New York 


EDWARD E. LOOMIS 
President, Lehigh Valley Railroad Co. 
ROBERT A. LOVETT 
Brown Brothers Harriman & Co. 


HOWARD W. MAXWELL 
New York 


GRAYSON M.-P. MURPHY 
G. M.-P. Murphy & Compan) 
HARRY T. PETERS 
New York 
DEAN SAGE 
Sage, Gray, Todd & Sims 
LOUIS STEWART, SR. 
New York 


VANDERBILT WEBB 
Milbank, Tweed, Hope & Webb 
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TO BANKS 
seeking New York State 


CORRESPONDENTS 


In addition to all the services of a 
complete banking institution, the 
Marine Midland Trust of New York 
offers connections through the other 
banks of the Marine Midland Group. 
There are 21 of them, situated in 
Buffalo, Binghamton, Rochester and 
other important “Upstate” cities. 

Some senior ofhcer of the New 
York City Bank is familiar with every 
phase of the operations of the other 
21 banks. Theirexperienceisavailable 
to those seeking banking facilities in 


New York State. 


THE MARINE MIDLAND 
TRUST COMPANY 


120 BROADWAY*+ NEW YORK CITY 


(CONTINUED FROM PAGE 60) 


| sequent cases attempted to cut down 
| the effect of this decision and has prac- 
| tically admitted that if the case would 


come up for decision as a case of first 
impression it would not be decided in 
the same way, because it is distinctly 


| dangerous and contrary to sound public 


policy to permit the legislature to pre- 


| clude itself from exercising the impor- 
| tant power of taxation in the future. If 
| the ability of the government to con- 
_ tract away its governmental power is 


recognized we might arrive at a condi- 


_ tion of affairs similar to those of feudal 
| times when the power of administering 


justice, the police power, the taxing 


| power and many other governmental 


powers were contracted away. 


CONTRACT BASIS 


_ THE present rule of the United States 


Supreme Court on the subject is that 


| you must show clearly the intention 
| of the legislature to exempt property 


from taxation and to exempt it on the 
basis of a contract; unless you can show 
clearly a consideration the court will 
not find a contract in the exemption 
(4 Peters 514, 109 U. S. 398). But the 
charter of a private corporation is a 
contract which cannot be subsequently 


| amended by the legislature unless it ex- 
| pressly reserved that right (3 How. 
| U. S. 133). Hence a provision in the 


charter exempting the corporation from 
taxation cannot be revoked by subse- 
quent legislation (8 Wall U. S. 430). 


| In determining whether a state statute 
| constitutes a contract in these cases of 
| tax exemptions the United States Su- 


preme Court will not follow the inter- 
pretation placed upon the statute by the 
highest court of the state but will decide 


| the question itself (133 U. S. 662). Even 
| if the state court holds the original 
| statute unconstitutional the United 
| States Supreme Court ‘is not precluded 
| by the determination of the state court 
| but takes its own conclusions (153 U. S. 
| 486). 


The only cases in which the Supreme 


| Court will hold an exemption from taxa- 
| tion irrevocable are cases in which it 
| can clearly find a good consideration 


and cases in which the exemption is em- 
bodied in the charter of a private cor- 
poration and the legislature did not at 
the time of granting the charter express- 


| ly reserve the right to amend the charter, 
| as is now generally done. If there is such 


a reservation in the charter, the exemp- 
tion from taxation can be revoked with- 
out impairing any contract obligation 
(15 Wall U. S. 454). It should also be 
noted that an exemption may be a total 
exemption or a partial exemption, a 
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perpetual exemption or a temporary ex- 
emption, and if it is a contract of ex- 
emption it cannot be impaired, what- 
ever may be its character. But though 
a provision for an exemption from taxa- 
tion contained in the charter of a private | 
corporation may be construed by the 
courts to be a contract of exemption, | 
such a provision in the charter of a 
municipal corporation almost never is. | 

The legislature has the power to 
delegate the taxing power to municipal 
corporations, and in so doing it may 
place limitations upon the power so 
delegated. A city has only power to levy 
taxes for the specific purposes author- 
ized by the legislature. If it is author- 
ized to levy taxes for a school term of 
specified length ‘it cannot levy taxes for 
a longer term (Cushing vs. Newbury- 
port, 10 Metcalf Mass. 508), and if it 
is authorized to levy taxes for an 
elementary school it cannot levy taxes 
for a high school (43 La. Ann. 258). 
Similarly if the statute delegating the 
taxing power to a municipality enumer- 
ates certain property which is subject 
to taxation this enumeration by a well 
known principle of statutory construc- 
tion prevents the city from levying taxes 
on any other kind of property (Baldwin 
vs. City Council, 53 Ala. 437). 

As a result of the application of these | 
legal principles it is apparent that the | 
power of municipal corporations to levy 
taxes is quite narrow. They can levy 
taxes only for an authorized purpose; 
they can levy taxes only on objects 
authorized directly or indirectly; the 
municipal authority to which the power 
of taxation has been delegated cannot | 
redelegate this power and the method | 
provided by statute must be strictly 
followed in the proceedings for the levy. | 


Capital and Surplus . 


Philadelphia’s 


Largest... 
and 
Oldest Bank 


One hundred and thirty 
years ago The Philadelphia 
National Bank occupied a 
leading place among the 
forty banks then in exis- 
tence. Today this institution 
still maintains its position 
of leadership among twenty 
thousand. 


To have survived the crises 
and changes of more than a 
century is an indication of 
strength and soundness. To 
have maintained leadership 
in the face of changing 
times and methods is proof 
of excellence of service 
consistently maintained. 


HE... 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


$30,000,000 
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Guaranty Trust Company 


of New York 


140 Broadway 
Fifth Avenue at 44th St. 


LONDON PARIS BRUSSELS LIVERPOOL 


HAVRE 


Madison Avenue at 60th St. 


ANTWERP 


Condensed Statement, September 30, 1933 


RESOURCES 


Cash on Hand, in Federal Reserve Bank, 
and due from Banks and Bankers . . . 
U. S. Government Bonds and ae 
Public Securities .. 
Stock of the Federal Reserve Bank . 
Other Securities ........... 
Loans and Bills Purchased 
Real Estate Bonds and Mortgages ocak 
Items in Transit with Foreign Branches . 
Credits Granted on Acceptances. . . 
Bank Buildings .. . 


Accrued Interest and Accounts Receivable 


LIABILITIES 


Capital. ..... 
Surplus Fund... . 


Undivided Profits . . . 7,963,616.1 


Accrued Interest, Miscellaneous Accounts 
Payable, Reserve for were etc. .... 


Acceptances .... & 
Liability as Endorser on Acceptances and 


Foreign Bills ... . 
$1, 007, 638, 346. 17 


Deposits .. 
Outstanding Checks | ; 23,373, 957. 25 


WILLIAM C. POTTER, President 


DIRECTORS 


GEORGE G. ALLEN Vice-Chairman, British- |W. A. HARRIMAN 


American Tobacco Company, Limited, 


$ 188,929,109.20 
435,239,835.23 
76,692,283.22 
7,800,000.00 
24,587 ,525.77 
539,174,100.08 


14,133,359.38 
8,409,195.83 


$1,399 406,383.69 


$ 267,963,616.16 


6,183,130.69 
94,064,946.82 


182,386.00 


1,031,012,304.02 


$1,399,406,383.69 


of Brown Brothers 
Harriman & Co, 


and President, Duke Power Company 

W. W. ATTERBURY . . President, Pennsylvania 
Railroad Company 

EDWARD J. BERWIND Chairman of the Board, 
Berwind-White Coal Mining Company 

W. PALEN CONWAY . Vice-President 
CHARLES P. COOPER ..... . Vice-President, 
American Telephone & Telegraph Company 
HENRY G. DALTON . . of Pickands, Mather 
& Company 


. of Davis Polk Wardwell 
Gardiner & Reed 


JOHN W. DAVIS . . 


HENRY W. de FOREST 


ARTHUR C. DORRANCE . President, Campbell 
Soup Company 
EDWARD D. DUFFIELD President, 
The Prudential Insurance Company of America 
CHARLES E. DUNLAP . . President, Berwind- 
White Coal Mining Company 

MARSHALL FIELD . . . of Field, Glore & Co. 
LEWIS GAWTRY President, 
The Bank for Savings in the City of New York 
ROBERT W. GOELET Real Estate 
PHILIP G. GOSSLER 
Columbia Gas & Electric Corporation 

EUGENE G. GRACE. President, 
Bethlehem Stee! Corporation 


President, 


JOHN A. HARTFORD. . President, The Great 
Atlantic & Pacific Tea Company 

DAVID F. HOUSTON . President, The Mutua! 
Life Insurance Company of New York 
CORNELIUS F. KELLEY President, 
Anaconda Copper Mining Co. 

THOMAS W. LAMONT cf J. P. Morgan & Co. 
CLARENCE H. MACKAY President, 
Commercial Cable-Postal Telegraph System 


RICHARD B. MELLON President, 
Mellon National Bank, Pittsburgh 
GRAYSON M.-P. 


WILLIAM C. POTTER 
LANSING P. REED . 


GEORGE E. ROOSEVELT . 


M.-P. Murphy & Co. 
President 


. of Davis Polk Wardwel! 
Gardiner & Reed 


of Roosevelt & Son 


MATTHEW S. SLOAN 

VALENTINE P. SNYDER 

EUGENE W.STETSON . . . . Vice-President 

JOSEPH R. SWAN .. ._ President, Guaranty 
Company of New York 

STEVENSON E. WARD 

CORNELIUS VANDERBILT WHITNEY 


Banker 
GEORGE WHITNEY . 


of J. P. Morgan & Co. 
THOMAS WILLIAMS of |. T. Williams & Sons 


Making Farm Investments Safe by Assurance 
of Proper Management of Poultry Flock 


A page from the book 


Making Farm 


Investments 


Safe 


HE Agricultural Commission of the 

American Bankers Association made 
a noteworthy contribution to bankers 
who have farm credit problems, when it 
published recently its study, “Making 
Farm Investments Safe’. 

This 160-page book, a guide and ref- 
erence work, is liberally illustrated and 
is packed with tables and concisely writ- 
ten material on those phases of farming 
that come up for consideration in bank- 
farm transactions. 

A few of the section headings give an 
idea of the amount of information made 
available: Checking the Damages of 


| Soil Erosion; Growing Legumes; Wise 
| Use of Commercial Fertilizers; Quality 


| Seed; Home Grown Feeds; 


Applying 


| Approved Methods in Dairying; Re- 
| forestation; Equitable Farm Leases. 


There is also a discussion entitled 
“What Is Land Worth?” Chapters are 


| devoted to beef, sheep, swine and poul- 


try production, and a very important 
part of the book is that dealing with 


| elimination and reduction of avoidable 


losses resulting from weeds, plant dis- 
eases, insects, animal diseases, rodents 
and fire. 

Considerable attention is given to the 


_marketing end of the farmer's work, 


with valuable material on the handling 


| of vegetables, fruits and livestock. 
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from the observation of the professor of 
banking at a large West Coast school of 
business administration. Asked what he 
thought of the legislation of the special 
session, he replied: 

“I used to think myself something of 
a liberal in economics, but I find now 
that the procession has gone by me. I 
think the general attitude of our faculty 
is that ‘some of these ideas may work’.” 

The professor of finance of a southern 
school of commerce, replying to the same 
question, said: 

“Speaking for myself, I might say 
that I am studying the recovery pro- 
gram as dispassionately as possible. 
But we should remember that economic 
fundamentals do not change over night, 
and it will be necessary to apply the 
same acid tests to the ‘New Order’ that 
we applied to the old.” 

The dean of another prominent south- 
ern school had much the same reaction. 

“With respect to the permanent effect 
of this program,” he said, “none of us 
at the present time cares, naturally, to 
predict. The experimentation has been 
in progress for only a short time, and 
the emphasis in that period has been so 
wavering, that we do not know what 
will happen. For example, should the 
Administration decide that the N.R.A. 
was not going to be a success, and change 
to some program of monetary inflation, 
the picture would be entirely altered. 
All that we can say at the moment is that 
none of the new laws have yet proved 
themselves.” 


“The developments of the last six 
months in Washington give an oppor- 
tunity to arouse unusual interest in 
classes dealing with all sorts of economic 
problems but they have not overthrown 
the foundations upon which production, 
consumption and _ distribution rest. 
They give ground for shifting of em- 
phasis in instruction but they have not 
placed the fundamentals of economics 
in the discard—that, in the long run, 
is the place where measures which dis- 
regard the fundamentals will be found.” 
—Comment of a midwestern business 
school educator. 
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THE 
PENNSYLVANIA 
COMPANY 


FOR INSURANCES ON LIVES AND GRANTING ANNUITIES 


TRUST COMPANY 


Member of Federal Reserve System 


PHILADELPHIA 
SEPTEMBER 30, 1933 


RESOURCES 


Cash and Due from Banks . 
U. S. Government Securities . 
Other Investment Securities 
Call Loans Upon Collateral 
Time Loans Upon Collateral . 
Commercial Paper. . , 
Reserve Fund for the Protection: a 
“Cash Balances in Trust Accounts” 
Miscellaneous Assets . 
Interest Accrued 
Bank Buildings, Vaults 
Customers’ Liability for Letters of 
Credit and Acceptances 


- $39,957,432.66 
50,053,580.86 
32,836,838.61 
61,523,660.59 
12,682,812.75 
13,789,398.80 


5,144,924.69 
4,830,164.53 
1,737,015.17 
2,248,510.13 


153,083.48 
$224,957,422.27 


LIABILITIES 


Capital 

Surplus 

Undivided Profits 

Reserved for Contingencies 

Reserved for Taxes, Buildings and Ex- 

Reserved for Dividend Quaker 2, 1933 

Interest Payable Depositors . .. . 

Miscellaneous Liabilities 

Letters of Credit Issued and inet 
ances Executed . . 


$8,400,000.00 
17,000,000.00 
1,962,929.87 
9,308,524.62 


1,186,580.81 
336,000.00 
444,654.03 
149,003.76 


153,083.48 


 186,016,645.70 
$224,957,422.27 


TRUST FUNDS 


- $855,465,648.44 
- 1,811,170,323.50 


Personal 
Corporate . 


C. S. W. Packarp 


JAMES CHESTON, 
President 


Treasurer 
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Mr. Cummings 


January First, 


1934. 


| ALTER J. CUMMINGS, chair- 
man of the board of the Federal 
Bank of America routing is swift Deposit Insurance Corporation, made 
use of a coast-to-coast radio network 

because it is direct—to 243 Cali- recently to describe the insurance or- 
ganization and to lay before the public 
fornia communities in which the what he believes has been accomplished 


, ; in the banking field in the past few 
410 branches of this statewide months in the way of reestablishing 


—this California-wide servicer 


public confidence. 
Discussing the benefits that he ex- 
: pects to be derived from the insurance 
Correspondents enjoy an appre- of deposits, Mr. Cummings said that 
“since those tragic days six months ago, 
much has been accomplished in restor- 
ing credit, and those of us who saw the 
whole series of events at close range 
can only marvel at the progress made 
to date. The period of hysteria and fear 

' is now past.” 

7 much worthwhile from . After stating that the Banking Act of 
dollars-and-cents standpoint. 1933 does not discriminate against any 
group or type of banks and that sol- 
vency, not liquidity, will be the accepted 
criterion, he said: “The whole purpose 


of the act is to provide insurance pro- 
o) AN K of AM a RIC A tection for as many depositors in as 
NATIONAL TRUST & SAVINGS ASSOCIATION many banks as possible, thus extending 
the immeasurable benefits of deposit in- 
CALIFORNIA surance to every nook and corner of the 
land. 
Head Offices in San Francisco | “Let me emphasize,” said Mr. Cum- 
and Los Angeles—the two _ mings in conclusion, “that the Federal 
Federal Reserve cities Deposit Insurance Corporation will 
make your deposits secure. Returning 
Bank of America National Trust & Savings confidence and an end of hoarding will 
Association, 4 National Bank, and Bank result. For business and industry it 
of America, a California State Bank, are means that our banks, strengthened im- 
identical in ownership and management measurably by deposit insurance, can 
more readily supply credit to finance 


bank are located. 


ciable reduction in float which on 
total volume makes this truly re- 


sponsive and responsible service 
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The Condition of 
BUSINESS 


(CONTINUED FROM PAGE 5) 


had jumped to 165 in July, and where- 
as in April only 535,000 man-days 
were lost through labor disputes the 
number had climbed to 2,143,000 by 
July. The August and September fig- 
ures, when available, will prove far 
more sensational. 

Meanwhile, the drive for a 30-hour 
week in the A. F. of L. has been pro- 
ceeding apace. President William Green 
of that organization announced at the 
annual meeting last month that 1,500,- 
000 members had been added to the 
Federation during the last year (most 
of them, of course, since the adoption 
of the recovery program). The A. F. of 
L. now numbers approximately 4,000,- 
000 members, or within a few thousand 
of its all-time peak, reached in 1920, 
when membership touched 4,078,740. 

It would be difficult to overestimate 
the importance of this drive for reduced 
hours and higher wages for labor. As 
a social objective it is, of course, highly 
laudable, and the record of progress of 
machine civilization is a story of con- 
stant improvement in this direction. But 
attempts to reduce hours and increase 
wages drastically in the midst of a de- 
pression, or when we are just emerging 
from a depression, can only result in 
prolonging the recovery process. 

The second problem that has risen to 


WEALTH, LONG TERM DEBTS AND INCOME 


IN THE UNITED STATES 


plague the N.R.A. has been the prob- 
lem of keeping retail price advances 
down to a minimum. It may be asked: 
“What is the difference whether in- 
creased purchasing power comes through 
a large number of sales at low prices 
or a smaller number of sales at higher 
prices?” The answer is that—rightly or 
wrongly—the N.R.A. experiment is 
built on the theory of getting more pur- 
chasing power into the hands of the 
wage earner and salary earner. These 
people, it is felt, are the “spenders”, 
and will keep their money in circula- 
tion, whereas additional profits accru- 
ing to business would only be spent in 
part. 

The best figures we have on the prog- 
ress of consumption are those prepared 
by the International Statistical Bureau, 
Inc. The figures of this organization 
show that consumers’ income has in- 
creased $3,750,000,000 from its March 
low, or approximately 47 per cent. 
Prices, as measured by the Fairchild 
index of department store retail goods, 
have risen from their low of the year, 
reached in April, by 23.4 per cent. Thus, 
to date the rise in consumptive power 
has exceeded by a substantial amount 
the rise in retail prices. Here again, 


Estimated 


however, we are faced with the quan- 
dary that confronts us in the unusual be- 
havior of the indices on production, em- 
ployment and payrolls. Like the man 
who fell out of a forty-story building, 
and who observed complacently as he 
passed the twenty-fifth floor that he was 
“all right so far”, the picture is favor- 
able enough to date. 

Meanwhile, there is some evidence 
that the Administration is planning to 
reorient its recovery program. To date 
it has stressed stimulation of the con- 
sumption goods market through in- 
creased wages and increased payrolls. 
Its only concession to the so-called dur- 
able goods industries has been its 
$3,300,000,000 public works program. 
But two things have served recently to 
induce a reconsideration of this unbal- 
anced emphasis. One is the conclusion 
reluctantly forced upon recovery offi- 
cials that the best that can be hoped for 
in the way of public works expenditures 
is about $1,000,000,000 a year, and that 
this will not scratch the surface so far 
as providing employment is concerned; 
the other is that no widespread recovery 
can be brought about without doing 
something more substantial than has 
yet been done for the heavy industries. 


In 1914 the estimated national wealth was $192,- 
000,000,000. By 1929, the boom year, this figure 
had doubled—$385,000,000,000—and since then, 
during the depression years, ‘has fallen (according 
to the best estimates available) to about $300,000,- 
000,000. 

National income has been more erratic—esti- 
mated at $36,000,000,000 in 1914, it rose to an 
annual amount of $85,000,000,000 in 1929, and 
from that peak has abruptly tumbled to $40,000,- 
000,000, approximately the 1914 level. 

Throughout this same period long term debts 
have continued to mount, from $38,000,000,000 
in 1914 to a total of $134,000,000,000 in 1933. 
The public debt (Federal, state and municipal) 
climbed from $6,000,000,000 to $34,000,000,000; 
and private debts (corporate and individual) which 
were $32,000,000,000 in 1914 are now about 
$100,000,000,000. 


Nationi income 


CHART AND DATA FROM J. P. HICKMAN, JR. 


Estimated age 
National Wealth 
blic Long 
1914 
Term 
1921 
Estimated 
National Wealth 
Term Debts 
Private Long {929 
National Income 
Estimated 
ith 
Tern 
National income’ 
Bill of 
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accident ... 


Aclear statement of policy* of a casualty insur- 
ance and bonding company that has paid over 
$258,000,000 in claims to its policyholders. 


“The Maryland Casualty Company has 
always tried to look at the question of 
claim adjustment from the standpoint 
of the policyholder. 
“This means that when an assured 
of the Company promptly reports an 
he can relieve himself of 


their legal representatives, or 
worry about State laws.” 


*From “Facts about the Maryland” 


further concern in connection with it 
(up to the limit of his policy). .... 
This eliminates as well, all necessity 
for correspondence with claimants and 


MEMBER 


us. 


WE DO OUR PART 
, the source-book of in- 


formation for prospective and new agents of the Company. 


(CONTINUED FROM PAGE 58) 
George III was a large stockholder and 
was able thereby to influence the con- 
duct of the bank. There was also a good 
deal of personal antagonism toward 
Madison and Gallatin on the part of 
certain other factions in the Republican 
party. Even so, the vote in Congress 
was close. In the House the renewal 
of the charter was defeated by a vote 
of 65 to 64. In the Senate the vote was 
a tie, and Vice-President George Clin- 
ton broke the tie in favor of the nega- 
tive. The bank thereupon was com- 
pelled to liquidate. The New York 


Thos. Willing, Esq. 


branch was incorporated as the Bank 
of America, with Oliver Walcott, Jr., 
as president, while the assets of the 
central bank were purchased by Stephen 
Girard. The liquidation resulted in a 
full payment of creditors and note- 
holders and an ultimate return to the 
stockholders of $434 on every $400 
share. Taking into account the length 
of time that had elapsed from the clos- 
ing to the final dividend, the stock- 
holders perhaps suffered a slight loss. 

Thomas Willing retired from banking 
and business with the closing of the 
First Bank, although he lived for ten 
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Another relic of the early Bank of North 
America is this sand-shaker, now owned 
by the same Philadelphia institution 


years longer. Except for the general 
assertion that he was an aristocrat, he 
was never made the subject of personal 
attack in the fight over the renewal of 
the charter. Fortunately the bank’s op- 
ponents did not know that two of 
Thomas Willing’s granddaughters had 
married members of the house of Bar- 
ing. The lack of drama in Thomas 
Willing’s life is doubtless responsible 
for the degree to which he has been 
ignored by American historians. His 
earlier career had been anything but 
spectacular and after the first few years 
of his service as president of the Bank 
of North America he seems to have de- 
voted himself exclusively to banking. 
He was a type of man who was known 
among his intimates as “Square Toes” 
r “Old Regulator”. 

In other words, Thomas Willing was 
only a sober, careful, upright bank- 
er. Washington died, Hamilton died, 
Morris died, Wilson died, but for 30 
years Willing went on acting as the first 
financier of the new Republic. At the 
end he had established a standard of 
sound banking practice that was the 
model for most of the successful bank- 
ing institutions that have persisted in 
America from that time to this. Had 
Thomas Willing’s work been allowed to 
go on without interruption, had the 
First Bank of the United States been 
rechartered for a period long enough 
to make its position impregnable, the 
annals of American finance would be 
shorter and less dramatic but infinitely 
more creditable to the people of the 
United States. 
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The Problem of 4A Quarter Million 
Capital Loans 


se efforts now being made by bank- 
ers in every part of the country to 
facilitate the flow of credit into every 
legitimate channel of trade and indus- 
try constitute ample refutation of the 
prevalent charges of ultra-conservatism 
or unwillingness to aid recovery. 

Applications for loans fall into two 
classes—the self-liquidating type backed 
by orders for prompt delivery, and those 
which involve additions to the capital 
resources of the would-be borrower, and 
would, if granted, be promptly relegated 
to the “slow and doubtful” class by bank 
examiners. 

Loans of the former class have always 
constituted the most desirable kind of 
banking business, and many of the larg- 
er New York institutions are now going 
so far as to ask their depositors if they 
need credit and to offer their services. 
The Chase National Bank has sent let- 
ters to its depositors; the Guaranty 
Trust Company has communicated with 
all former borrowers; the National City 
Bank has issued instructions to all 
managers to keep in close touch with 
customers and to inform them that am- 
ple credit is available. 

The Clearing House Association has 
also appointed a committee to work 
with the N.R.A. local organization to 
examine requests for loans and com- 
plaints about inability to get sufficient 
credit, so that every would-be borrower 
is assured of a fair hearing before a 
court of second resort whenever for any 
reason his original application has not 
met with favorable action. Other clear- 
inghouses are taking the same action, so 
that trade and industry in many local- 
ities are in position to obtain all the help 
which can be accorded without violation 
of the sound principles of banking. 

It is with loans of the capital type, 
however, that the real problem lies, and 
to the solution of this problem, bankers 
are giving every attention. The first dif- 
ficulty here is to make apparent to the 
borrower the distinction, which is so 
apparent to the banker, between self- 
liquidating loans and loans of the invest- 
ment or semi-investment kind. 

Most suggestions thus far for liberal- 
ization of credit have contemplated us- 
ing the R.F.C. 


Security Holders 


NUMBER OF SECURITY HOLDERS 


SY¥3G1IOH ALRNDIS JO SAGNVSNOHL 


1924 25 26 27 28. 29 30 31 32 
July 11 


Beecisterep holders of Associated securities totalled 
253,634 on July 1, 1933. This is a gain of 16,519 since 
January 1, 1932. 

Holders overseas, excluding United States Possessions, 
are 10,268, found in 31 countries and their dependencies. 


118,116 Customer Security Holders 


Investors who are also customers using services supplied 
by Associated operating companies number 118,116. This 
is a gain of 13,081 over the total reported January 1, 1932. 

Investors falling within the class of trust institutions, in- 
cluding banks, trust companies, insurance companies, in- 
vestment funds, and churches, totalled 9,229 on July 1, a 
gain of 1,997 during the previous eighteen months. 


Associated Gas & Electrie System 


61 BROADWAY (242) NEW YORK 


KEYSTONE 


RFC Directors Blaine, Merriam, Woodin, Jones; Taber, McCarthy, Couch 
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LAST YEAR 23,582 foreign claims— 
claims which had to be handled in 
cities other than those in which the 
policies were written —were settled 
through this Company’s 10,000 agen- 
cies and claim offices. 

The Seattle policyholder who fig- 
ures in an accident in Albany need 
but telephone our Albany agent. 


USF&G 


UNITED STATES FIDELITY AND GUARANTY COMPANY 


with which is affiliated 


F &G FIRE 


| 
| 
| 
| 
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FIDELITY AND GUARANTY FIRE CORP. 


Home Offices 


BALTIMORE, 


MARYLAND 


Clearinghouse 


OR a regional clearinghouse associa- 

tion to render maximum benefits to 
participating members, it is important 
that some system of mutual self-exam- 
ination be put into operation, by means 
of which harmful tendencies may be 
checked and stopped and the best com- 
bined experience of all members be 


Examinations 


made available to every bank for the 
purpose of assuring reasonable net reve- 
nues. 

To accomplish these results a quali- 
fied clearinghouse examiner should be 
selected'and put to work under the ex- 
ecutive committee, devoting his full time 
to his task, with expenses charged pro 


rata against the various member banks, 
The examiner must have suitable 
working quarters to make himself most 
efficient and must have an unusually 
broad knowledge of banking. His work 
should extend far beyond the mere veri- 
fication of balance sheets. It should be 
based upon full cooperation with local 
public examiners and cover a thorough 
analysis of the following matters: 


Ratio, both of secured and unsecured 
loans. 

Comparisons to determine progress 
or retrogression in renewals and exten- 
sions and the average ages of outstand- 
ing credits. 

Average size and distribution of loans. 

Examination and classification of 
securities accepted directly or as col- 
lateral, with careful attention to trends. 

Appraisal of the valuations of assets 
to determine soundness of officers’ judg- 
ments. 

Loan trends to determine any favor- 
itism or over-concentration in one classi- 
fication. 

Personal transactions that involve the 
use of bank funds in non-banking ac- 
tivities. 

Ratio of fixed to total assets and of 
net capital structure to deposits after de- 
ductions for fixed assets of every sort. 

The habits and efficiency of staff 
members. 

Speculative tendencies on the part of 
officers. 

The turnover of funds. 

Protective control of dormant ac- 
counts. 


The examiner should be guided by 
clearinghouse rules which control the 
amount of information that he may 
reveal covering individual situations. 
These rules should be liberal enough to 
enable him to report on harmful or un- 
sound practices, for no bank in a clear- 
inghouse can become involved without 
serious repercussions upon all others. 
Prompt, friendly consultations are the 
most certain preventive of disaster when 
they are based on full knowledge. 

The clearinghouse examiner, to ren- 
der the maximum service, should keep 
in close touch with the directors of all 
his member banks and enjoy their con- 
fidence and cooperation. 


The adoption of service charge regula- 

tions under the Code opens up a new 

field of usefulness for the clearinghouse 

examiner, in whose hands the practical 

handling of the many details might 
eventually rest 
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School Savings, 1932-33 


By 
W. ESPEY ALBIG 


June 30, 1933, pupils enrolled in 

the schools of the United States 
deposited $10,332,569.55 in school sav- 
ings. Yet for the second successive year 
withdrawals exceeded deposits, al- 
though the excess of withdrawals over 
deposits was less by $600,000 this year 
than last. The decrease may be due to 
the lessened amount of deposits, to the 
exhaustion of bank balances or to the 
lesser number of schools affording op- 
portunity for school savings. 

Three years ago school savings de- 
posits reached the high mark of $29,- 
113,063.48. It seems impossible of be- 
lief that in three years annual deposits 
in school savings should shrink by $18,- 
800,000, and that the whole school sav- 
ings movement should be set back ten 
years. In the year 1922-1923 the de- 
posits amounted to $10,631,838.69. In 
that year, however, 6,868 schools 
afforded opportunity for school savings 
as against 10,890 for the year just 
closed. The number of pupils partici- 
pating was 1,907,851 as against 3,080,- 
685 during 1932-1933. Despite this re- 
cession over a three-year period in 
school savings, no more pronounced 
than in other activities, its real value 
has become manifested. 

James A. Sweeney of the Paterson 
Savings Institution, Paterson, New Jer- 
sey, who is president of the Banks 
School Thrift Association of that city, 
says: “If you could have witnessed a 
few of the hundreds of interviews at 
headquarters, when the parents in dire 
need of funds, called to withdraw the 
savings of their children, you would be 
further impressed with the reaction of 
the people of the city toward the school 
savings activity. Mothers for the most 
part were among those who called to 
obtain a few dollars, accumulated from 
the savings of pennies and nickels, to 
purchase food, medicine, shoes, etc., 
and expressed appreciation of the plan 
of education which proved a boon in 
emergency. It brought home the con- 
sciousness that the public at last recog- 
nizes the true value of school savings 


Die the school year closing 


—the inculcation of the habit of thrift. 
The period through which we are pas- 
sing has preached the gospel of thrift 
more eloquently than the most talented 
educator or banker.” 

For the present year, June 30, 1933, 
the gross deposits were $10,332,569.55, 
a decrease from the preceding year of 
$7,347,795.37, a sum colossal in itself. 


The withdrawals not only exceeded the 
deposits but took from the banks $2,- 
315,252.21 in school savings deposited 
in previous years. The number of 
schools offering school savings was 
10,890, and the participants were 3,080,- 
685. There were 1,796 fewer schools 
than last year and only 25,825 fewer 
children participating. 


SUMMARY AND COMPARISON 
1931-1932 and 1932-1933 


Number of 
Schools 


Number 
Participating 
STATES 

1931-32] 1932-33 


1931-32 | 1932-33 


United States. . | 12,686 | 10,890 |3,106,510 |3,080,685 


Alabama..... . 22,820 
Arizona....... 1 () 
California..... 
Colorado...... 
Connecticut... 
Delaware..... 
Florida. . 
Georgia....... 
Hawaii....... 


18,733 
200 
430,667 
466 
102,555 
31,183 
4,322 
16,701 
18,895 
3,858 
931 


421,920 
419 
112,740 
32,335 
5,169 
17,955 
35,788 
(1) 


122,750.35 
1,099,064.50 | 
656,713.20 


Deposits Net Savings 


1931-32 1932-33 1931-32 1932-33 


$17,680,364.92| $10,332,569.55|$2,926,902.121/ $2,315,252. 


77,086.95 
89.81 


6,543.88 

@) 

812,854.45 691,103.904| 
483.16 |.... 


543,414.13 
78,369.37 


29,758.23t 


® 47.36 


219,754.47t 


1,041.15 
42,233.25t 
45 ,028.29+ 


54,378.09+ 
46,545.65t 
45,190.95 25,912.08 45,190.95 
43,273.28 26,206.74 9,444.50+ 
141,222.97 84,207.00 15,409.23+ 
() 42,244.75 
12,471.11 364.42 630.41 


130,747.27 
""19,559.62+ 
31,720.33t 


42,244.75 
3,331.52t 


Illinois 

Indiana....... 
Kentucky..... 


Maryland.... . 
Massachusetts 
Michigan..... 
Minnesota... 
Mississippi. .. . 
Missouri...... 
Montanal.... 
Nebraska... . 
Nevada...... 
N. Hampshire 


3,564 
108,198 
61,669 
50,774 
5,112 
2,390 
1,405 
35,620 
41,390 
220,594 
89,507 
129,804 
834 


7,782 


67,094 


70,824 
38,726 
23,474 
4,274 
1,707 


"25,311. 


40,853 
146,962 
47,627 
98,060 
316 


6,974 


59,160 


“612, 


233,520 
2,595 
271,920 
15,213 
1,107 
103,710 
7,351 
73,768 
529,408 
112,724 


162,728 
2,101 
763,755 
5,573 
934 
106,761 
958 
67,499 
432,497 
111,887 


New Jersey.... 
New Mexico.. . 
New York.... 
North Carolina 
North Dakota 
Oklahoma 
Pennsylvania. . 
Rhode Island. . 
So. Carolina!. . 
South Dakota. 
Tennessee 
Vermont..... 
Virginia 
Washington... 
West Virginia. 
Wisconsin.... . 
Wyoming.... . 


7,837 
10,863 
64,527 

576 
899 
25,567 
74,044 
24,707 
70,974 


635,813.35 
242,417.63 
203,221.30 
33,420.15 
7,978.28 
16,727.36 
130,455.52 
92,265.22 
953,284.34 
357,455.28 
488,555.04 
3,797.13 
446,827.48 


"3,379.53 | 


1,012.55 
35,412.85 
1,307,957.59 
1,433.69 
4,443,619.37 
52,902.17 
7,041.47 
517,180.60 
12,258.56 
236,763.62 
2,851,066.51 
745,703.92 


60,157.59 
107,351.49 
265,919.38 

1,952.42 
4,989.52 
144,849.64 
478,867.99 

87,311.58 

448,537.02 


227,060.51 
91,251.38 
76,190.45 
27,904.18 

4,484.51 


"77,738.07 


68,817.26 
634,580.69 
86,309.77 
326,392.15 
1,997.98 
146,658.63 


700.20 
23,908.17 


"3,550.35. 


207,911.65+ 
92,472.82 
80,351.81t 
6,002.461 
873.07+ 
4,902.40 
50,096.15 
99,454.40 
260,238.14 
205,973.04 
8,427.62 
107.00 
21,539.30 


452.87 
7,649.07 


129,916.63t 
74,610.60t 
82,689.87t 
6,629.63t 
2,631.96t 
10,184.25 
61,080.40 
78,526.52 
143,116.45+ 
79 ,469.32t 
911.46 
95,168.83t 
1,385.99F 
452.95 
668.80t 


816,309.76 
2,153,698.53 
-89 
4,010.76 
-03 

1,190.01 
132,184.86 
1,904,410.31 
.79 


9,271 
27,151 
361,101 


533,855 


"42,683. 


74,201 


1,475 
1,201 


50,533 
181,131 
1,188 


21 
86 
185,368.43 
04 
89 

65,513.91 
297,308.77 
.99 
.92 


165,482. 11+ 
558.88t 
45,616.99+ 
5,215.55t 
2,284.71 
149,842.36t 
9,414.27+ 
102,422.27+ 
015,404. 23+ 
180,809.55 
18,027.26+ 
16,910.24+ 
25,579.49+ 
2,578.31t' 
300.91 
4,547.09 
151,228.90+ 
14,089.96+ 
107,352.99+ 


229,503.08t 
2,616.91 
28,131.95 
3,790.60t 
359.79 
169 ,048.69+ 
906.13t 
66,646.07+ 
484,009.90+ 
182,147.86t 
19,651.84f 
83,870.00t 
12,636.24 
445.09+ 
882.03 
22,299.59t 
119,160.28t 
12,304.05+ 
151,869.85t 


TOTALS—UNITED STATES | Number of Schools 


Number Participating 


Deposits 


Net Savings 


10,890 
12,686 
14,628 
14,610" 
14,254" 
13,835 
12,678 
11,371 
10,163 
9,080 
6,868 
4,785 
3,316 
2,736 


1930-1931......... 


(?)—No report this year t—Loss 


3,080,685 
3,106,510 
4,482,634 
4,597,731 
4,222,935 
3,980,237 
3,742,551 
3,403,746 
2,869,497 
2,236,326 
1,907,851 
1,295,607 

802,906 

462,651 


$10,332,569.55 
17,680,364.92 
25,977,216.41 
29, 113,063.48 
28,672,496.00 
26,005, 138.04 
23,703,436.80 
20,469,960.88 
16,961,560.72 
14,991,535.40 
10,631,838.69 
5,775,122.32 
4,158,050.15 
2,800,301.18 


$2,315,252.21¢ 
2,926,902. 12+ 
2,167,499.58 
7,690,529.68 

10,539,928.46 
9,476,391.32 
9,464,178.93 
8,770,731.05 
7,779,992.55 
8,556,991.27 


___| 
416 249 
198 146 
205 99 
18 15 
21 25 
Maine....... 342 284 
108 109 
1,091 856 
337 200 
360 274 
2 2 
7) 1s) 
123 107 | 
695 640 | 
10 6 | 
1,428 | 1,426 
45 33 
20 } 20 
470 | 417 
60 | 6 | 
| 112 | 100 
| 1,687 | 1,359 | 1 
| 326 | 339 
44 33 6,058 
35 35 6,920 
237 220 72,205 
7 7 1,696 
25 8 1,428 
90 47 12,908 
181 126 62,639 
122 101 19,082 
| 314 232 | 49,665 
71 
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RESOURCES — $185,000,000 


The 


NATIONAL BANK 


OF DETROIT 


Recently 


(CONTINUED FROM PAGE 9) 


and patriotic organizations against it. 
These latter know little or nothing of the 
facts, interests, and issues involved. 
What the Federal authorities want is to 
get as much as possible out of the trade 
agreement which is to be the form in 
which recognition will be extended. 


Stabilization 


European financial experts think that 
there is probably a billion dollars on 
the other side of the Atlantic ready to 
flow into the United States for invest- 
ment in American securities the mo- 
ment dollar exchange is stabilized and 
there is some assurance as to American 
monetary policies. Importers and ex- 
porters also expect a prompt increase in 
the international movement of goods as 
soon as they can be certain at what 
prices they are buying and selling. In- 
stead of a possible outflow of gold there 
is every reason to believe that a removal 
of the embargo on the movements of 
the yellow metal would result in an im- 
mediate and impressive increase in 
American gold stocks. International ex- 
change experts are satisfied that exports 
of American capital in recent months 
have been far smaller than commonly 
believed but they have been large 
enough to mean much live credit when 
returned to the United States as they 
will be when the dollar is stabilized. In- 
vestments of foreign funds will prob- 
ably be much larger than reinvestments 
of American funds which come home. 


The N. R. A. 


Since the N. R. A. has reached the 
enforcement stage the authorities have 
commenced to realize that, after all, its 
success as a whole depends upon suc- 
cess within each individual industry or 
business and that enforcement from a 
centralized national authority is certain 
to fail. Each business and each group 
of employees will be benefited only as the 
movement is proved a success within its 
own organization. It has been realized 
for weeks that as a means of effecting 
general national recovery the scheme 
will fall far short of its professed ob- 
jects, but it has also been realized that 
as a means of improving conditions in 
each line of business its possibilities are 
far greater than at first considered pos- 
sible. In none of the permanent phases 
of N. R. A. success is the use of the 
big stick by the Government likely to be 
practicable or successful. 


* 

Price Fixing 

In fixing prices, as in the tariff and 
similar matters, it depends upon whose 
ox is gored. The Agricultural Adjust- 
ment authorities object to price fixing 
in the retailers’ code, especially for food 
and groceries. On the other hand it is 
doing all it can to fix prices for farm 


Carroll B. Merriam, Topeka, Kansas, 
banker, member of the RFC, will head 
the Deposit Liquidation Board set up 
within the framework of the Recon- 
struction Finance Corporation to release 
a billion dollars in frozen bank deposits 


products provided the prices are high 
enough. The general public objects to 
price fixing because it realizes that it 
means higher prices and a higher cost 
of living. Already there are indications 
that a continuation of increasing prices 
for consumers’ goods without a corres- 
ponding increase in total individual 
wages will lead to a buyers’ strike. 


* 

Money 

In original theory Federal Reserve 
notes were to be covered dollar for dol- 
lar by at least 40 per cent gold and the 
rest in eligible paper. October opened 
with a three billion dollar note issue 
covered by 89.3 per cent gold, 2.5 per 
cent eligible paper and 19 per cent in 
Government bonds under the first Glass- 
Steagall bill—an unnecessary excess of 
over 10 per cent in collateral. The ratio 
of gold and other cash to combined note 
and deposit liability was 65.9 per cent. 
It is a little difficult to harmonize these 
figures with a 35 per cent depreciation 
of the dollar in international markets. 


* 
Strikes 

Strikes usually characterize a period 
of recovery from depression and usually 
they represent a protest over a rising 
cost of living while wages and other in- 
come fail to keep pace with the increase. 
In the present case the situation is 
complicated by an attempt to unionize 
all labor, instigated by labor leaders and 
fostered by the labor provisions of the 
N. R. A. codes, and by an increased 
cost of living not yet justified by earn- 
ings. The anxiety of the authorities is 
evident and the reasons plain. It is use- 
less to call upon business and the gen- 
eral public to make sacrifices to put 
men to work if more unemployment is 
caused by strikes. 
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CGEPEPATENGHAR KACCA 


Soviet citizens at what corresponds, in 
a communistic state, to the capitalistic 
teller’s window 


Soviet Bonds? 


HE long strides that Russia has | 


taken in the direction of capitalism 


since the death of Lenin are revealed by | 
plans still in an embryonic state for the | 


flotation of Soviet government bond is- 
sues in foreign countries. 


Up to the present time, Russia has | 
striven to finance its vast capital invest- | 


ments by short term credit operations 


which have involved high costs and have | 


offered constant deterrents to rapid 
progress. 

With adverse trade balances in excess 
of $200,000,000 in 1931 and 1932, unfa- 
vorable crop conditions and unforeseen 
delays in getting industry in full produc- 
tion, there was but one measure open to 
the government at the beginning of 
1933, and that was economy of the most 
rigid kind. Imports were drastically cut. 
Foreign technicians were dismissed in 
great numbers. Strenuous efforts were 
made to stimulate gold production. Ex- 
port sales were pushed energetically. 

In all its foreign relations under the 
new régime, Russia has made a mighty 
effort to live up to the letter of its credit 
agreements. Regardless of the domestic 
situation in matters of life necessities, 
the funds have been found to take care 
of all commitments to date, and the de- 
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Distributed by 


QUARIERLY 


For a prospectus with 
full information, write 
to Administrative and 


ADMINISTRATIVE and RESEARCH 


CORPORATION 


Through a National Group of 
Investment Houses and Banks 


Research Corporation, 
15 Exchange Place, 
Jersey City, N. J., or to 
authorized dealers in 
principal cities. 


BANK CHECKS 
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CHICAGO CLEVELAND 


velopments of the past few months have 
tended to simplify the immediate finan- 
cial problem. 

This year’s international trading is es- 
timated to result in a $25,000,000 favor- 
able balance. Bounteous harvests will 
provide an export surplus of three to 
four million tons, adding to the worries 
of other wheat-producing countries but 
affording the means for creating impor- 
tant foreign balances. Gold production 
should total about $60,000,000, if ad- 
vance estimates are attained. Russian 
workmen are slowly but surely attaining 
some degree of efficiency, with the re- 
sult that costs are going down while 
output is on the upgrade. 


KANSAS CITY 


NEW YORK ST. PAUL 


All these factors have combined to 
enhance the prestige of the Soviet in 
foreign countries, especially in France, 
and place them in position to approach 
lenders on the subject of long term 
loans. Authorities are convinced that ef- 
forts along such lines are sure to be 
made in the reasonably near future. 

Thus, history is now betraying signs 
of once more repeating itself. The road 
from pure communism to capitalism is 
a tortuous one, but it has been followed 
many times in the past, and Russia's 
leaders today are thinking along lines 
far removed from the theories which 
actuated its founders in the economic 
chaos of the revolutionary era. 
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Omaha 


Books 


On Washington 
Federal Finances, 1923-1932. Pub- 
lished by the National Industrial Con- 
ierence Board, New York. Price, $2.50. 
A handbook of information on both 
income and outgo, with charts, tables 
and summaries. 


Within the Bank 
Bank Cost Control. By B. E. Young. 


| Published by Rand McNally, Chicago. 


Price, $5.00. 
A practical guide to thoroughly tested 


| methods of controlling costs. 


BANKERS ASSOCIATION JOURNAL, November 


1933 


New Business for the Trust Depart- 


| ment. By T. T. Weldon. Published by 
| Bankers, New York. Price, $5.00. 


A discussion of administration of the 
trust department, solicitation of trusts, 
merchandising and advertising. 


Business 


Business under the Recovery Act. By 
Lawrence Valenstein and E. B. Weiss. 
Published by McGraw-Hill, New York. 
Price, $2.50. 

Considering the subject, a fairly calm 
presentation of the new problems that 
the business man must face. 


Profit Engineering. By C. E. Knoep- 
pel. Published by McGraw-Hill, New 
York. Price, $3.00. 

The subtitle is “Applied Economics 
in Making Business Profitable”, a 
laborious undertaking attacked from a 
highly technical standpoint. 


The Internal Debts of the United 


' States. By Evans Clark and G. B. Gal- 


loway. Published by Macmillan, New 
York. Price, $4.50. 

A very complete and authoritative 
study of farm and urban mortgage 
debts, bank, industrial, utility, private 
and governmental debts. 


Modern Industrial Organization. By 


| Herbert von Beckerath. Published by 


McGraw-Hill, New York. Price, $4. 

The author analyzes many of the 
causes within industry which led to the 
depression and points out certain rea- 
sons why the machine broke down. An 
unusually fine study. 


Economics 


Money and Banking. By W. H. 


| Steiner. Published by Henry Holt, New 


York. Price, $4.50. 
One of the best of the recent books 
on this subject. 


Contemporary Banking. By H. Park- 
er Willis, John M. Chapman and 
Ralph West Robey. Published by Harp- 
er, New York. Price, $5.00. 

Three outstanding authorities contrib- 
ute to this book, which they have de- 
signed as a text. 

Popular Financial Delusions. By 
Robert L. Smitley. Published by Roland 
Swain. Price, $3.00. 

Entertaining essays on current mis- 
conceptions. 
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Life Insurance 


As Collateral 


(CONTINUED FROM PAGE 33) 


indebtedness, which is seldom shown by 
the stamp. In the few cases where the 
home office will make a loan without re- 
taining the policy or without stamping 
it, or even without presentment of the 
policy, a confirmation of the loan status 
is an absolute necessity. 

As a general rule, if a change of bene- 
ficiary is to be made prior to the assign- 
ment, the two forms must be dated on 
different dates, the assignment, of 
course, bearing the later date. The uni- 
versality of the rule ceases at this point, 
however. Some companies provide that 
the forms are operative as of the date 
on which they are recorded at the home 
office and some that they are effective 
as of the date on the forms themselves. 
A few insurance offices add to the gen- 
eral confusion by taking the stand that 
changes of beneficiary are effective as 
of the date of endorsement on the policy, 
while assignments take effect immedi- 
ately upon execution. This interpreta- 
tion, although the most logical accord- 
ing to contract law, causes some incon- 
venience, as the form changing the 
beneficiary must be recorded at the 
home office before a valid assignment 
can be executed and therefore both 
forms cannot be sent together to the in- 
surance company with the policy. 


AVOIDING LAPSES 


THE problem of seeing that insurance 
is kept in force by the payment of pre- 
miums is an ever present task. In spite 
of letters asking them to pay premiums 
when due, a great proportion of cus- 
tomers insist on taking advantage of all 
of the customary 31-day period of grace 
during which the premium may be paid 
without penalty, and telephone calls to 
the insured and to the agents are neces- 
sary. A fact to be considered in this con- 
nection, however, is the automatic non- 
forfeiture provision embodied in some 


policies which prevents lapse so long as 


there is any cash value, either by con- 
tinuing the same policy until the cash 
value is exhausted or by conversion into 
extended term insurance. Such a pro- 
vision in an assigned policy which has a 
cash value will frequently make it un- 


TIME IS IN YOUR FAVOR 
when you use Air Express 


Bank paper travels fast, safely other Railway Express Agency points. 
and economically by Air Express. New low rates include pick-up and de- 
New, high-speed schedules link livery service in leading towns. Dupli- 
New York and the West Coast cate receipts insure safety every step of 
with the loss of only one-half of a the way. Call your Railway Express 
business day. Overnight delivery . Agent for rates and the new high-speed 
extends as far west as Salt Lake schedules. 


City. Service is direct -by air over . 
leading air routes linking 85 prin- Aik 
cipal cities—air-and-rail to 23,000 ff 


| DIVISION OF 


RAILWAY EXPRESS AGENCY 


INCORPORATED 


Well qualified 


with every facility for handling the 
business of out-of-town banks or 


bankers. Your account is invited. 


Crry Narionat Bank 


AND TRUST COMPANY of Chicago 


208 South LaSalle Street 


necessary for the assignee to pay the 
premium. If the automatic conversion |] If ordered to “Stick ’em up!” 
feature calls for paid up insurance the You can obey and at the same time, with 
amount of protection may be greatly your foot, unseen, give a silent alarm 
diminished on ent of a pre- | |‘ the police station—IF—your bank has 
M by P Padua Foot Units. Many hold-ups have 
mium. Most policies provide that cash been cut short by unexpected arrival of 
surrender values will be paid any time police summoned via 
within 60 or 90 days after the date the cacege eg ns on 
last unpaid premium is due, and the om get Stee: Haat 


follow-up for premium payments may Lift of foot sets oftalarm Units. 


PADUA Hold-Up Alarm Corporation 
121 Seneca Street Cohoes, N. Y. 


In the last years of his life, when Sir Walter Scott was suffer- 
ing from ill health and was trying to repay his debts after he 


had incurred heavy financial losses, he took out insurance to Read the JOURNAL 
protect his creditors. This was over a century ago | 
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: | be made before the end of this period 
if the policy is held for its cash value 
Natural Li Le, oy | and there is some excess. Duplicate 
receipts sent to the assignee make the 
follow-up work a little easier, but un- 
| fortunately the insurance companies are 
| more reluctant to send duplicate receipts 
than duplicate premium notices. The 
latter are required by law in the case 
of companies incorporated in the state 
of New York. 

If an assigned policy should become 
| a claim by reason of the death of the 
insured the amount collected by the 
assignee would depend upon the type of 
assignment held. Except in the case of 
a very few companies, the holder of a 
collateral assignment would file a proof 
| of claim and would receive a check 

for that amount, the remainder of the 
face amount of the policy going to the 

| beneficiary. The holder of an absolute 
assignment would receive the entire face 
amount without proving the indebted- 
ness of the insured. As there is no re- 
mainder after an absolute assignment, 

| and as cash values are paid only on the 
absolute form, it is usually impossible 
to assign the cash value of a policy with- 
out transferring to the assignee the right 
to receive the entire face amount of the 

| policy in case it becomes a claim. The 
few exceptions, in the companies which 
will pay cash values on collateral as- 

7400 signments, or in. those which require 
= : s+ 5 proof of claim and pay only that amount 


Daylight on four sides and cross ven- 
tilation make offices in this building 
light, airy and comfortable. 


If you weigh the cost per square 
foot against the advantages to you— 
your employees—and your business, 
you will find why this new build- 
ing, even in a period of business 
depression, has rented so rapidly. 
Not two years old—yet only two 
major suites remain for selection 
Inspection Invited 
Room 1704—Phone Rit. 
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Statement of Ownership 


REQUIRED BY THE AcT oF MARCH 


{STATEMENT OF THE OWNERSHIP, MANAGEMENT, CircULATION, Etc., 
at New York, N. Y., for 


3, 1933, of AMERICAN BANKERS ASSOCIATION JOURNAL, published monthly 
Oct. 1, 1933. Additional entry at Greenwich, Conn, 

"State of New York, county of New York, ss. Before me, a Notary Public in and for the State and 
county aforesaid, personally appeared L. E. Lascelle, who, having been duly sworn according to law, 
deposes and says that he is the business manager of the AMERICAN BANKERS AssociaTION JoURNAL and 
that the following is, to the best of his knowledge and belief, a true statement of the ownership, manage- 
ment (and, if a daily paper, the circulation), etc., of the aforesaid publication for the date shown in the 
above caption, required by the Act of March 3, 1933, embodied in section 537, Postal Laws and Regu- 
lations, printed on the reverse of this form, to wit: 


{1. That the names and addresses of the publisher, editor, 
Publisher, F. N. Shepherd, 22 East 40th Street, New York, 
Street, New York, N. Y.; managing editor, William R. Kuhns, “3 East 40th Street, 
i manager, L. E. Lascelle, 22 East 40th Street, New York, N. Y. 

That the owner is: (If owned by a corporation, its name and address must be stated and also im- 
pote: 8 thereunder the names and addresses of stockholders owning or holding one per cent or more 
of total amount of stock. If not owned by a corporation, the names and addresses of the individual owners 
must be given. If owned by a firm, company, or other unincorporated concern, its name and address, as 
well as those of each individus al member, must be given.) The American Bankers Association, 22 East 
40th Street, New York, xX. C voluntary unincorporated —— of banks: Francis Marion Law, 
First National Bank, “heh N. Shepherd, 22 East 40th Street, New York, 
Y., Executive Manager.) 

. That the known bondholders, mortgagees, and other security 
or more of total amount of bonds, mortgages, or other securities are: 
(4. That the two paragraphs next above, giving the names of the owners, stockholders, and security 
holders, if any, contain not only the list of stockholders and security holders as they appear upon the 
books of the company but also, in cases where the stockholder or security holder appears upon the books 
of the company as trustee or in any other fiduciary relation, the name of the person or corporation for 
whom such trustee is acting, is given; also that the said two paragraphs contain statements embracing 
affiant’s full knowledge and belief as to the circumstances and conditions under which stockholders and 
security holders who do not appear upon the books of the company as trustees, hold stock and securities 
in a capacity other than that of a bona fide owner; and this affiant has no reason to believe that any other 
person, association, or corporation has any interest direct or indirect in the said stock, bonds, or other 
than as so stated by him. 

That the average number of copies of each issue of this publication sold or distributed, through the 
a or otherwise, to paid subscribers during the month preceding the date shown above is.—(This in- 
formation is required daily publications only.) 

L. E. LASCELLE, 


Business Manager. 


4R34; 


manegine editor, and business managers are: 
; editor, F. N. Shepherd, 22 = 40th 
New York, N. Y. 


Texas, President, and F, 


holders owning or holding 1 per cent 
None. 


{Sworn to and subscribed before me this 25th day of September, 1933. 

{Elizabeth Rautanen, Notary Public. Bronx County, New York Co. Clk’s No. 
Bronx Co. Clk’s No. 20, Reg. No. 26R34. Certificate filed in Westchester County. 
{ (Appointment expires March 30, 1934.) 
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Domitius Ulpianus, advisor to two Ro- 

man emperors, was the first, according 

to a recent issue of The American Con- 

servationist, to work out reliable “tables 

of mortality”, allowing for a difference 

of premium according to the age of the 
insured 


on absolute assignments, sometimes en- 
able a client to protect an undersecured 
loan without depleting an insurance 
deed of trust. 

Some banks have had their own 
forms of assignment printed, and use 
these forms with all companies. Such a 


| practice eliminates the confusion of 


forms referred to above but does not 
change the fact that different companies 
put different interpretations on forms, 
and an assignment which is apparently 
very explicit and precise may meet a 
fate far different from that intended by 
the bank using it. Moreover, most home 
offices will accept and file any form sent 
them, but do so “with no responsibility 
for its validity,” and the sufficiency of 
a form other than that provided by the 
company cannot be determined until ac- 
tion on the assignment is taken, and it 
is then too late to correct omissions or 
errors. 

The adoption by all life underwriters 
of a standard form which would, with- 
out question, make the cash or loan 
value of a policy available to the holder 
of a collateral assignment would help 
banks, policy holders and insurance 
companies by simplifying assignment 
processes, assisting individuals in solv- 
ing their financial problems and reduc- 
ing materially the advances made by 
insurance companies to their policy 
holders. 
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Country Banks 
Since the A. A. A. 


(CONTINUED FROM PAGE 24) 


getting worse and bankrupting not only 
the farmers but also the unfortunate 
owners of the mortgages. To a farmer, 
a farm under even adverse economic 
conditions may mean a living. But to a 
bank or an insurance company it is 
chiefly a source of unwelcome expense. 

Instead of allowing so-called natural 
forces to take their course, the Govern- 
ment has stepped in to accomplish in 
a short and comparatively painless 
fashion what should—always assuming 
that it works out as planned—be the 
same general results. The Federal land 
banks may loan up to 50 per cent of 
a nominal value of the land on first 
mortgage. And the Land Bank Com- 
missioner may loan up to 25 per cent 
more, but not to exceed $5,000 to any 
one borrower, of what is essentially 
second mortgage money. The Federal 
land banks have $63,000,000 of private 
capital and $125,000,000 of Govern- 
ment capital. Through their bond-issu- 
ing power they have access to Covern- 
mental assistance to the extent of Fed- 
eral guaranty of the interest on bonds 
up to $2,000,000,000. 

The men in charge of the farm ad- 
ministration are sincerely determined 
to give the farmers relief from the bur- 
den of interest and principal which 
have proved heavier than the farmers 
can bear. And this sometimes brings 
an entirely honest conflict of ideas. 

An appraiser goes to a farm, with 
instructions to place a fair normal 
value on it. It is 120 acres of Corn Belt 
land which sold at $150 an acre in 
1914, or $18,000. But across the road 
is an identical farm which its owner, in 
distress, sold six months ago for $9,000. 
Which is a fair normal value? 

On this point of valuations the suc- 


November 


cess or failure of Federal relief for farm 


mortgages must hinge. The farm ad- | 
ministration authorities are convinced | 
that the Government’s program will | 


raise farm produce prices and make 
$16,000 or $18,000 a fair normal valua- 
tion on this farm, as it was a fair nor- 
mal valuation from 1913 until some 
time in the ’20’s. Everyone hopes so, 


too, but a conservative mortgage man | 

-his fingers still burning from his re- | 
cent experience with fire—may hesitate | 
to loan on this hope. Which view will | 


prevail? 


The Farm Credit Administration has | 
lately officially instructed its appraisers | 


to approach their appraisal duties 


INTERNATIONAL 


‘My position as to controlled inflation has not changed,” declared Sec- 
retary Wallace (right) before the Grain and Feed National Associa- 
tion in Chicago on September 20. “At the same time I shall continue to 
point out that inflation is not a cure-all, and that when it stops we 
shall again discover our problem is one of achieving balance. 

“While it does not necessarily follow, there is danger that optimism, 
price fixing and inflation will, all of them, tend to increase, rather than 
reduce, the lack of balance resulting from our creditor position, our 
high tariffs, our surplus acres and our excess stocks. 

“Price pegging may have its uses, but resort to price fixing without 
control of supply is fraught with danger.” 
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Business 


Life Insurance 
Can Help Now 


A MAN—his 
knowledge, personality, or 
driving force—may be the 
biggest asset a business has 
in times like these. Is there 
such a man in your busi- 
ness? 


Ask the John Hancock 
agent in your locality to 
outline a method of apply- 
ing life insurance to any 
business so that the earn- 
ing power of one or more 
individuals may be capital- 
ized with a view to strength- 
ening credit. 


LIFE INSURANCE COMPANY 


oF BosTON. MassacnusetTs 


A mutual dividend-paying company 70 years 
in business. Among the strongest in reserves 
and assets. Paid policyholders in 1932 over 
100 million dollars. Offers every phase of 
personal and family protection including 
Annuities and also Group forms for firms 
and corporations 


. B. A. J. 1-33 


FIRST 


in Los Angeles 


HE Los Angeles Clearing House 
publishes twice a year consoli- 
dated statements of condition of 
the 13 banks located in Los Angeles. 


Excluding deposits in Branches of 
this and other Banks outside Los 
Angeles, the Clearing House figures 
for July 1, 1933 show Security-First 
National holds more than FORTY- 
SEVEN per cent of savings deposits 
in Los Angeles, and more than 44.7 
per cent of all bank deposits in the 
city. 


No other comment is needed to 
show the confidence and esteem 
with which this Bank is held in the 
community in which its manage- 
ment has been active in banking 
for more than forty years. 


CURITY-FIRST NATIONAL 
Si BANK OF LOS ANGELES 


Resources over $500,000, 000 
Capital and Surplus $40,000,000 


This Bank has Branches in principal 
cities and communities from Fresno 
on the North to the Imperial Valley. 
In most of the cities where we have 
Branches, those Branches are the 
largest and leading Banks of their 
respective communities. 
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Banks—Bankers—Brokers 


years of con- 


study 


Sixteen 
scientious and 
practical experience in 
caring for the many in- 
of 


surance problems 


financial institutions 
have equipped us to offer 
insurance brokerage ser- 
vices of value, and pro- 
tection based on 


individual requirements 


your 


REAM, WRIGHTSON 
& Co. INC. 


67 Wall Street New York City 


PLANNED INSURANCE. 
LOWER COST. 


Inquiries Invited 


& Co, 
REPRESENTATIVES FOR UNDERWRITERS 
At Lloyd's, London 
fIRST NATIONAL BANK BLDG. 
CHICAGO 


Speeches Expertly Prepared 


and promptly mailed for all Occasions and 
Events. Personal Service. No Disappointments. 
Send $3.00 for each 10 minutes you want 
your speech or paper to run. Speakers Li- 
brary Magazine Free for six months with 
each order. 


THE SPEAKERS LIBRARY 
Takoma Park Washington, D. C. 


Each of your Directors 


will be more valuable to your bank if 
he reads regularly what the JouRNAL 
publishes on current banking devel- 
opments. For only a dollar or so a 
month your bank can place a group 
subscription for the key members of 
your board. Let us tell you more 
about this group plan. 


“without disregarding the lessons our 
loan experiences have taught us, in a 


| spirit of helpfulness and cooperation, 


seeking to find a way, by the applica- 


| tion of common sense rather than rigid 
| rules, whereby these people can be wise- 


ly and soundly financed’. If the spirit 
of this instruction is carried out, the 


most serious handicap that exists at this | 
moment to genuine relief for the over- | 


burdened farmer will be removed. 


Right now everyone connected with | 


| land valuation is still recoiling from the 


danger of too high appraisal. Unless | 
land valuation follows the upward | 
| trend that increased prices of farm | 


| products justify, the farm relief pro- 
gram will fail, simply because the farm- | 


er-borrower cannot take advantage of 
the relief provided. His holdings are 
valued too low. 


UNDER CONTROL 


MOST joint stock land bank officers 


ASSOCIATION JOURNAL, November 


| do not doubt that the Administration | 


will keep the situation under control. 
So much depends on the success of the 
farm mortgage relief program that it 
cannot be permitted to fail. 


I do not necessarily believe that ev- | 


erything the Administration undertakes 
is thereby bound to succeed. I have my 
reservations about some few parts of 
the program. On averages, some of the 
undertakings are likely to go wrong 


| even though as a whole the program 


does well. 
It would be well to keep the Govern- 
ment out of farm relief if a workable 


| program could otherwise be devised. 
| But apparently there is no way to the 


rescue except Government aid. Already 
this has raised the farmers’ morale, has 


| 
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No 


RoBBERIES 


ALLOWED 


That sums up the “New 
Deal” 


banks that are adopting 


for those progressive 


Federal Gas Fog 
Bandit Protection 


Let us tell you how to enjoy the 
full benefit of your holdup insurance 
—at a reduced cost, too—and at the 
same time safeguard patrons and 
employes against bandit atrocities. 


Approved by 
Underwriters’ Laboratories for seven years 


FEDERAL LABORATORIES, 
Pittsburgh, Pa. 


Inc. 


Without 
information on Federal Gas 


any obligation on our part, send full 
Fog Bandit Protection. 


Name of Bank 
Address 


Signed by 


improved the condition of many coun- 
try banks and increased the spending 
power of the people. Carried along the 
lines which are now the plain intent of 
the Administration, the farm program 
is bound to gain momentum. 

As the farmer prospers his gains are 
measured first in his local bank, then 
in its city correspondent, eventually in 
the entire banking system. 


GLOBE 


Above are Senator Elmer Thomas of Oklahoma (left) and Senator Ellison 
D. Smith of South. Carolina, who are among the advocates of currency 
expansion as a general remedy for agricultural and other ailments 
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Present Tense 


The most important thing in business and finance is the ability to 


see ahead. 


Planning for the future requires accurate understanding of pres- 
ent events. In no field is this more essential than in banking, where 


every loan and investment must anticipate future headlines. 


The JOURNAL is edited in the present tense for bankers, business 


executives, directors and others who prefer sound economics. 
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MAIN POST ROADS. 1834 


One hundred years ago Forts Snelling, 
Leavenworth and Smith marked the west- 
ern limits for the laborious travel of that 
day, as shown by this map published by 
the Carnegie Institution and the American 
Geographical Society. ‘“‘As the crow flies” 
meant little then in judging distances 


F we are moving toward an important 

era of recovery, and that seems to be 

the opinion widely held, one of the 
chief factors will be the continued growth 
of aviation into a vast industry. 

In almost every instance the develop- 
ment of this country has been in the direc- 
tion of faster and cheaper transportation 


Air 


and communication—the annihilation of 
distance. Waterways, rivers and canals 
were first developed; and steamships came 
to speed up this traffic. Overland, the old 
post roads and covered wagon transporta- 
tion gave way to the railroads—first east 
and west, transcontinental, and then a net- 
work of rails that served to dot the country 
with towns and cities and to aid in de- 
veloping natural resources. With the rails 
came the telephone and telegraph for com- 
munication. Motor cars then popularized 
travel. Radio, commercialized, followed the 
War. And now—the air era. 

The transcontinental speed record by 
airplane, which was broken again a few 
weeks ago by Colonel Roscoe Turner, is 
only another indication of the high speed 
trend in commercial air transportation in 
this country, according to one authority. 
And believe it or not, says Ripley, the 
Italians have an airplane faster than a 


ra 


bullet—11 feet per second faster. All of 
which may at first glance be beside the 
issue as regards our commercial air trans- 
port as it is today except for the fact that, 
as the New York Times puts it, “in the 
United States last year’s racing engine is 
found in this year’s mail and passenger 
plane.” 

At any rate, our baby air transport for 
mail, express and passengers—amounting 
last year to only $30,000,000, or 1 per 
cent of railroad revenues—is an up-and- 
coming business. It has been growing by 
leaps and bounds in spite of the depression 
and other obstacles. And it continues to 
grow as the months go by. 

Someone has said that aircraft are both 
“servants of commerce” and “weapons of 
destruction.” The army and navy have 
pioneered in airplane development, and 
army and navy purchases have sustained 
more than one aircraft manufacturer in 


Express 


These cities were selected merely to show routes, mileage and transit time for air 
express packages between communities not located on the transcontinental air lines. 


To 
Jacksonville, Fla. 


From 
*Salem, Ore. 
{Fresno, Cal. Duluth, Minn. 
Helena, Mont. New Orleans, La. 
jLansing, Mich. 


{Buffalo, N. Y. 


Albuquerque, N. M. 
Miami, Fla. 
*Youngstown, O. San Bernardino, Cal. 


*Lewiston, Me. Waco, Tex. 


* Air-and-rail express or rail-and-air express. 
{Direct air-express. 


NOTE: The Youngstown to San Bernardino schedule is what is known 


operation. 


Transit TIME 


Lv. 7:30 p.m. 
Ar. 1:05 p.m. (2nd day) 

Lv. 1:26 a.m. 
Ar. 10:12 a.m. (next day) 

2,674 Lv. 8:25 a.m. 
Ar. 6:11 p.m. (next day) 

1,669 Lv. 5:05 p.m. 
Ar. 11:28 a.m. (next day) 

1,702 Lv. 7:32 a.m. 
Ar. 5:40 a.m. (next day) 

2,365.8 Lv. 1:55 p.m. 
Ar. 7:05 p.m. (next day) 

2,082.2 Lv. 6:00 a.m. 
10:09 a.m. (next day) 


MILEs 
3,053 


as rail-and-air-and-rail 


K 
4 
ANE 
SRDS 
AY 
f 
Ay 
AR 
} 
e 
f 
80 


these early years of the industry. The Gov- 
ernment has subsidized the airmail and 
helped to educate both public and business 
interests in using it extensively; and few 
business men use air travel today more 
consistently than do the Government 


officials themselves. All of this has given 


commercial aviation its opportunities for 
growth, and with commercial aviation we 
have a development which—almost over- 
night in case of war—would mean trans- 
formation into a powerful arm of our na- 
tional defence. 

The story of commercial aviation in its 
present phase really dates back about six 


Mail 
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Passengers 


years, and as an industry it has gone con- 
tra-wise in all its branches to the records 
of other businesses during the depression. 


GROWTH 


FIRST, the figures. Airmail poundage in 
1926 totaled only 433,649, but watch the 
growth. In the following year 1,222,843 
pounds of mail were handled on both our 
domestic and foreign airmail routes, 
while the total increased to 3,632,059 
pounds in 1928, to 7,772,014 pounds in 
1929, to 8,513,675 pounds in 1930, and 
to 9,351,195 pounds in 1931. Last year 
postal rates were increased and the airmail 
showed the effect, but even then the total 
was 7,658,332 pounds; and for the first 
eight months of this year, still at the higher 
rates, 4,911,543 pounds of mail were flown, 
a decrease of only 9 per cent for the period. 

Air express carried only on regular 
schedules shows even a more remarkable, 
and an uninterrupted, increase. In 1926 
only 6,467 pounds of express were flown. 
This total was almost doubled in 1927 when 
12,495 pounds were carried by air, and the 
totals since then have increased to 35,376 
pounds in 1928, to 197,538 pounds in 
1929, to 286,798 pounds in’ 1930, to 885,- 
164 pounds in 1931, and to 1,324,428 
pounds in 1932. For the first eight months 
of this year the total had already reached 
1,118,261 pounds, showing an increase of 
no less than 23.7 per cent over last year’s 
records for this period which extends well 
into the second half-year. Air express last 
December saw a decrease in rates, which 
has helped considerably in addition to 
other improvements later to be mentioned. 

Air passenger travel, which shows the 
pulse of the American public as regards 
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this so-called “‘air-mindedness,” is just as 
record-breaking. According to the figures 
again, 5,782 passengers “took to the air” 
in 1926. This total was more than doubled 
in 1927 with 12,594 air passengers, and 
the figures increased to 52,934 in 1928, to 
165,263 in 1929, to 385,910 in 1930, to 
457,753 in 1931, and to 504,575 in 1932. 
And for the first eight months of 1933, no 
less than 354,899 passengers had traveled 
over the air lines, a 5.5 per cent increase 
for the period. 

Back of these figures, too, lies the devel- 
opment of ground and other facilities for 
greater safety in the air and for safer and 
more convenient landings. With 49,000 
miles of regular air routes and a daily fly- 
ing schedule of nearly 150,000 miles, ac- 
cording to a recent compilation of the 
New York Trust Company “the Federal 
Government is now operating in the United 
States 19,500 miles of lighted and radio 
equipped airways; and along the routes 
used at night, 1,623 revolving and 365 
flashing beacons have been installed at 
intervals of 10 to 15 miles. In addition to 
228 privately owned beacons, the Govern- 
ment has installed and is now operating 
61 radio communication stations, 68 radio 
range beacon stations and 74 radio marker 
beacons.” Outside the country our air 
lines operating internationally use 147 
equipped airports and 72 radio communi- 
cating and communication and weather- 
reporting stations. 

Expenditures for airports continue also 
in spite of the fact that poor business con- 
ditions, poor locations and inadequate de- 
mand have caused abandonment in a few 
instances; and, continues this summary, 
in the United States, “on July 1, 1933, 
there were 550 municipal and 653 com- 
mercial airports, 269 Department of Com- 
merce intermediate landing fields, 525 
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auxiliary fields, 55 army airdromes, 16 
navy air stations, and 68 miscellaneous 
Government, private and state airports and 
landing fields, making a total of 2,136. 
Of these, 631 airports are fully or partially 
lighted for night use, constituting over 90 
per cent of the world’s lighted airfields.” 

In addition, as the summary shows, “the 
installation of 234 weather reporting air- 
way and airport stations, through the co- 
operation of the Weather Bureau and the 
Department of Commerce, provides a 
service of extraordinary value to airway 
operators. These stations are connected by 
a 13,500-mile teletypewriter system to 
furnish to pilots practically instantaneous 
reports of weather g§nditions in the re- 
gions ahead of them. Further reports are 
available from 310 Weather Bureau sta- 
tions not equipped with teletypewriters.” 


USES 


RECENTLY a Journat writer, calling at 
the general offices of the Air Express Agen- 
cy in New York, was examining the 
batches of manifests from airport billing 
centers. At noon, a call came in from the 


shipping department of a Fifth Avenue 


fashion shop. A package containing a 
gown, one of the new fall creations, and 
weighing five pounds, was ready for ship- 
ment and had to be delivered in Cleveland 
before the dinner hour. Within 30 minutes 
an express messenger had called for the 
package. At 1:45 P.M. it left Newark air- 
port on an express plane. At 4:37 it 
reached the Cleveland airport and was de- 
livered immediately. 

This actual example typifies equally well 
the airmail and the air passenger, service 
of today, as the same plane to Cleveland 
carried mail and passengers in its other 
compartments. 

The United States is a land of dis- 
tances, and this fact has afforded com- 
mercial aviation its greatest opportunity. 
Express planes are now spanning the con- 
tinent in 2144 hours westbound, and in 
20 hours eastbound. They are covering 
the New York-Chicago route in 5! hours 
westbound, and 4% hours eastbound. They 
are doing this on regular schedules, and the 
straight air express operations now inter- 
change at the airports with rail express 
operations to speed up transportation fa- 
cilities to and from the “off airline points” 
throughout the country. 

Banks are known to be among the 
largest users of airmail facilities, and it 
seems that they are making good use as 
well of the air express. The time saving 
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element involved in dispatching checks, 
drafts and notes and in saving interest 
charges on funds in transit, as well as for 
special correspondence, has brought this 
about. One large eastern institution 
told the Journat that it averages a 
monthly saving of $1,000 on its airmail 
items in spite of the increased postal rates. 
And while opinion differs in many in- 
stances as to the regular practice of ship- 
ping securities by air, there are nevertheless 
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a number of investment houses and other 
institutions that utilize the airmail and ex. 
press for this purpose. It must be realized, 
however, that the potential hazard of de- 
struction in case of smash-up and fire is 
still a big factor. 

The air express agencies use safe protec- 
tion in the planes for bank packages, but 
even this may not be sufficient in some cases 
to withstand the terrific heat resulting from 
fires caused by the gasoline concentrated in 
the plane if, as and when an accident 
should take place. 

It is recognized, of course, by bankers 
that adequate protection is needed for these 
shipments and that the broader forms of 
registered mail insurance policies, as point- 
ed out by the Insurance Committee of the 
American Bankers Association in its book- 
bank the 
bank ‘on account of whom it may concern’ 
against loss of money and securities shipped 
‘by registered mail and/or express within 
and between the United States, Canada, 
Newfoundland and/or places anywhere in 
the world.’ They provide insurance ‘from 
the time of leaving the office of the con- 
signor until delivered at the place of ad- 
dress,’ whereas other policies cover only 
‘from the time of deposit and registration 
at the post office or express office, until 
delivered at the place of address’.” 

In this connection, a few months ago 
the surety companies excluded from the 
broader form of bankers’ blanket bond 
coverage against loss of “property,” as 
defined in the bond, when destroyed while 
in aircraft. 

Some banks still make it a policy of 
sending securities by air only when re- 
quested to do so by their customers. It 
should be noted here, however, that recent 
developments have reduced the weather 
hazard considerably in air transportation, 
and an efficiency figure approximating 95 
per cent is now maintained by one of the 
express agencies for the time element in 
completion of air schedules. 

In checking the records of bank and in- 
vestment house shipments eastbound from 
the San Francisco airport and westbound 
from the Newark airport, there were two 
interesting sidelights. The eastbound ship- 
ments were slightly more numerous than 
those going (ConTINUED ON PAGE 86) 
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I'm Shovin’ Off 


My passengers are waitin’, 
Th’ mail is in the ship, 
I’ve signed to make th’ trip, 
Rarin’ to make th’ trip— 


I’m shovin’ off. 


(Poem by A. E. Curtis) 
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Watermarks and Trademarks 


HE year 1933 has set a record in 

the number of changes in bank 

names, in personnel and capital 
structures, and this new order of things 
carries with it numerous new supply de- 
mands in the institutions affected. Not the 
least in importance among these items are 
bank letterheads, and the statement that 
“we must have a new letterhead” is heard 
often nowadays from bank officers. 

When this happens, one of the questions 
that generally comes up is how best to at- 
tain some degree of individuality for the 
new letterhead—something _ distinctive 
either in paper quality or design. There 
are a number of things that can be done to 
reach this result, of course, but a recent 
JournaL study of 178 bank letterheads 
indicates that a number of institutions 
throughout the country are making ef- 
fective use of private watermarks in the 
paper itself and of private trademarks in 
the design. 

The majority of those studied, of course, 
showed the trade watermarks of the paper 
makers themselves; and these trade water- 
marks have their advantages. When they 
show standard brands of quality paper, 
they are widely recognized as marks of 
superior products. They also safeguard the 
banker, as he knows that his letterheads 
are uniform and of the paper quality se- 
lected; and they do not entail additional 
expense. 

On the other hand, private watermarks 
are often preferable. They give an added 
touch of individuality and they have pro- 
tective value. Used for checks and other 
printed matter, too, they become estab- 
lished bank trademarks. 

It was found, for example, that no less 
than 36 of the letterheads studied had 
private watermarked designs and 43 had 
special trademark designs either engraved, 
embossed, lithographed or printed in some 
color. Moreover, 11 of the 36 watermarks 
were repeated on the same letterheads as 
trademarks. Combine these marks with a 
good bond paper and effective type dis- 
play, and a distinctive letterhead is the re- 
sult. 

Most watermarks are invisible except 
when the letterhead is held up to the light, 
but some paper makers apparently special- 
ize in watermarks that are also legible on 
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Do Your Letterheads 
Express Individuality? 


the flat surface. In the group studied, 15 of 
the special marks were of this type, and it 
would seem unnecessary in such cases for 
a bank to reproduce the designs again in 
black or some other color as was done in 
the 11 other examples mentioned. 

What banks use as private watermark 
and trademark designs is still another 
question. Perhaps, considering the field as 
a whole, the best answer is “an endless 
variety of designs.” Yet there are similari- 
ties in general form which they take, and 
they are generally identical when both are 
used by one bank. Private watermarks, 
however, are not substitutes for good qual- 
ity in paper, and the effectiveness of their 
use is reduced considerably if the paper 
standard is lowered. The designs, too, 
should mean something to those who see 
them—to the recipients of bank letters. 
Otherwise they will do little more than 
satisfy a banker’s own vanity. 

These marks often symbolize the bank’s 


name—as for example, the figure of Atlas 
for the Atlas National Bank, a ship for the 
Marine Trust Company, an Indian chief 
for the National Shawmut Bank, a pic- 
ture of Robert Fulton for the Fulton 
National Bank, and so on. Location, too, 
may decide the illustration or design—a 
ship or a port scene for an institution in a 
coast city, or a river shipping scene, a 
hydro-electric plant, wheat or a farm 
scene. Strength and security may suggest 
others—a bank safe, a shield, or an eagle. 
And still other bank marks have an histori- 
cal significance either relating to the bank 
itself or to its name or to the local commun- 
ity or section. A bank’s initials in hand- 
lettered type, the capital and surplus 
figures, a sketch of the bank’s building, or 
the date the bank was organized are also 
widely used. 

Of the special designs noted in this 
group of letterheads, at least half of them 
were enclosed in double circular borders— 
one circle within the other and the bank’s 
name usually between them—and illustra- 
tions or type matter appeared in the 
centers. Single circles ranked next, follow- 
ed by oblong designs either vertical or 
horizontal. Others had a square enclosing 
a circle, or a wreath, a shield, or an eagle. 
Some were limited to a single illustration 
symbolic of name, age, locality, etc. In 
several well known instances a bank’s name 
only in special lettering has become a stand- 
ard identifying mark. 

Where illustrations are used, two or 
more are often combined to symbolize 
several factors in a bank’s growth—as for 
example, one design that shows a city sky- 
line, a waterfront and ships, a train and 
airplanes. Then again, group affiliated in- 
stitutions may illustrate the section of. the 
country where the group operates and show 
simply the words “Affiliated with” or “A 
Member of” and the name of the group. 
A small circle enclosing a covered wagon is 
used by banks of the Northwest Bancorp- 
oration group. 

In the majority of cases the bank’s name 
is shown on the design, but this is far from 
being the rule. Frequently both name and 
initials are given, and one example was 
noted of a bank listing the names of its 
predecessors. Slogans are also worked into 
a number of these designs. 
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EWING GALLOWAY 
UR national fire losses ‘have been 
continuing the downward trend of 
the past two years since the most 
recent peak of over $500,000,000 in 1930. 
The figures for the first eight months of 
this year showed losses of $224,904,141, 
which compared with $310,078,321 for the 
same period last year. Encouraging as this 
trend has been, still it was no mere coinci- 
dence that 1933’s Fire Prevention Week 
was timed with the anniversary of the great 
Chicago fire in 1871, which contributed to 
one of the several peak years in this coun- 
try’s history of fire destruction. And it was 
no less significant that two other peak 
years were recent ones—1926 and 1930. 
Fire losses, even at the reduced current fig- 
ures, are not yet “deflated” down to pre- 
war levels, and one conflagration more or 
less would quickly send them up to try for 
other records. 

Bankers are familiar in a general way, 
of course, with the activities which have 
made possible the standardization of in- 
surance rates and forms of policies. Fire 
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prevention work goes hand in hand with 
fire insurance in safeguarding against na- 
tional waste, and this activity has been un- 
dertaken largely by the insurance com- 
panies themselves, as summarized recently, 
“for proper and reasonable standards for 
construction; for devices and materials in 
common use for lighting, heating, power 
and fire protection; for waterworks, fire 
departments and fire alarm systems; and 
for their work in many other directions in 
cooperation with public and private au- 
thorities.” 

Cities and towns are studied and rated, 
yes. But how? And what determines the 
preventive measures to be taken in a local 
community both to reduce the hazard and 
to lower the rates? These are things that 
are not generally known and yet they are 
of interest to bankers, especially in times 
like these. 


THE SCHEDULE 


PERHAPS the largest single agency en- 
gaged in this work is the National Board of 
Fire Underwriters, which is maintained 
by the stock fire insurance companies. First 
organized in 1866, it rapidly developed 
from a semi-private organization into a 
semi-public institution. The companies 
realized that great fires are like epidemics, 
and that they must be diagnosed as such 
and the causes must be determined and re- 
moved if possible. The Baltimore fire of 
1904 emphasized the importance of 
stopping the fire spreading possibilities by 
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applying proper remedies, and during the 
years that followed a corps of engineers 
studied this problem. The yardstick that 
resulted was the “schedule for grading cities 
and towns with reference to their fire de- 
fences and physical conditions”, which 
was adopted by the National Board in 
1916. 

The schedule, according to George W. 
Booth of that organization, was of course 
not wholly new in principle, but it was 
based upon the establishment of standards 
for the various items involved, with points 
of deficiency depending upon the extent of 
departure from those standards, which 
were drawn largely from established prac- 
tice in cities where the best service existed. 
The first step in the determination of the 
relative weight or value of the different 
items, he pointed out, was to list the main 
factors and to assign a relative value to 
these principal items. Grouped under seven 
headings with their relative percentage 
values, they were as follows: Water Sup- 
ply, 34 per cent; Fire Department, 30 per 


cent; Fire Alarms, 11 per cent; Police, 1 per 
cent; Building Laws, 4 per cent; Laws, 
and conditions applying to hazards, 6 per 
cent; and Structural Conditions in the 
principal mercantile district, 14 per cent. 

While these items are common to all 
communities having protection, they do not 
include extremes in climatic conditions or 
disturbances such as earthquakes, tor- 
nadoes, hurricanes, cyclones, blizzards and 
floods, all of which contribute to the fire 
hazards and to the dangers of fire spread. 
Allowance beyond the 100 per cent allot- 
ment on the schedule itself was provided to 
cover these. 

The National Board does not attempt, 
of course, to use this schedule as an abso- 
lute measure. As one of the engineers has 
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said, “the comforting thing is that it 
doesn’t make much difference whether the 
grading schedule standards are exactly ac- 
curate or not; we are determining the rela- 
tive classification of fire protection of all 
cities and towns. If we apply the same 
schedule in the same way to all cities, then 
we have a proper comparison between your 
city, or any city, and all others”. Cities of 
25,000 and over in population are thus 
classified by the National Board after 
thorough study on the grounds by its en- 
gineers. Towns below 25,000 in popula- 
tion are classified by regional or local in- 
spection bureaus, whose engineers apply 
the same schedule and the same methods. 

Naturally the seven main headings in 
the schedule, while they may be all-inclu- 
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sive, must still be broken down into vari- 
ous component parts with a relative value 
given to each. It is interesting to note what 
some of the factors are under each head- 


ing. 
DIVISIONS 
WATER SUPPLY. Thirty-two different 


items go to make up the water supply in- 
spection and rating of a city, and these 
range “from the method of employment 
and the efficiency of the employees down 
through various items of adequacy not only 
of supply mains, pumping stations and 
distribution systems, but also to the ade- 
quacy and number of hydrants and the 
size of hydrants to permit free delivery of 
the quantities of water necessary for fire 
protection. They include the reliability 
features of the source of supply, of reserve 
pumping equipment, of fuel and electric 
lines, also the danger of the destruction of 
the pumping station, the method of in- 
stalling the mains, the general question of 
the reliability of these and other mains as 
influenced by their locations, the ease of 
making repairs, and the spacing of gate 
valves. In all of these considerations, rec- 
ognition is given to the potential value of 
a large storage of water and to the close- 
ness of this storage to the point of great- 
est demand. A study of conditions exist- 
ing in cities and towns of the country indi- 
cates that the question of storage in proxi- 
mity to the communities served is probably 
the greatest factor in its influence on ade- 
quacy and reliability, of any which go to 
make up a water system.” ; 

Fire Department. There are 34 items in- 
cluded in the National Board’s analysis of 
the fire department which, incidentally, 
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offers one of the major problems in many 
communities where economies during the 
depression have forced reductions in man- 
power. Here the factors of adequacy also 
apply, pertaining to the number of com- 
panies, the number of firemen, the amount 
of apparatus, capacity of the engines, 
amount of hose, stream appliances, and the 
other equipment necessary. Still other 
items apply to the fire fighting methods, 
morale of the organization, and the qualifi- 
cations of officers. 

Fire Alarms. Twenty-four items deter- 
mine the classification of fire alarms, in- 
cluding the uses made of public telephones 
for this purpose. These apply to the num- 
ber and distribution of boxes, and to the 
headquarters and station equipment. They 
relate also to the types of boxes, the con- 
dition of circuits, and the frequency of 
tests. 

Police, and Building Laws. Classifica- 
tion on the basis of the police function 
divides that item into four component 
parts, and the influence of building laws 
likewise has four subdivisions. But in con- 
sidering building laws as well as the various 
fire hazards incident to present-day busi- 
ness, according to Mr. Booth of the Na- 
tional Board, “credit cannot be given to 
the suitability of mandatory requirements 
without considering whether they are en- 
forced; and for that reason, the principal 
value which any city has received from the 
enactment of building codes and fire pre- 
vention ordinances is in proportion to the 
amount of enforcement carried on by the 
proper officials.” 

Structural Conditions. Here are the fea- 
tures which combine “to determine the 
measure of the city as a whole”. The po- 
tential factors, as classified by the Na- 
tional Board, include the width of streets, 
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accessibility of blocks, congestion, height 
and areas of individual buildings, classes 
of construction, and protection-against fire 
spreading both within the building and 
from outside sources. 

There are special factors, of course, 
which come up from time to time and 
these must find places for consideration 
on the schedule. A recent example is the 
value of steam equipment as a reserve 
where the pumping is done by electricity or 
other power. And there are special prob- 
lems revealed in the losses recorded from 
year to year. As an example of these may 
be noted the comment of the National 
Board’s committee on statistics and origin 
of fires in its 1932 report, that “the failure 
of cities to maintain their more favorable 
loss ratio is doubtless due to the large in- 
crease in dwelling house fires, a factor 
which is causing fire departments and the 
insurance interests considerable concern”. 
The surprisingly low loss figures reported 
during the last few months, however, may 
show an improvement in this situation as 
time permits a closer analysis. 

In spite of the encouraging downward 
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Causes 


Some are strictly preventable, others 
are partly preventable. Chief among 
fire causes are: defective chimneys and 
flues; hot ashes, coals and open fire; 
matches and smoking; petroleum and 
its products; rubbish and litter; sparks 
on roofs; stoves, furnaces, boilers and 
pipes; exposures; and spontaneous 
combustion 


trend in fire losses, though, America still 
has them in a big way and there is much 
to be done for further improvement. Last 
year, the per capita loss for the country as 
a whole was $3.26. And for 458 reporting 
cities, it was $2.22. Even with the reduc- 
tions, this compared with an $0.85 average 
per capita loss for English cities. 


Air Era 


(CONTINUED FROM PAGE 82) 


west, probably accounted for largely by the 
distance factor more pronounced in the 
West and by the fact that New York re- 
ceives more than it sends in view of its 
leadership as the financial center. Also, the 
eastbound packages were larger, averaging 
314 pounds as compared with an average 
of slightly under 2 pounds for the bank 
shipments westbound. 

Air express traffic at first was confined 
chiefly to emergency shipments, but now it 
is becoming a regular part of the distribu- 
tion system in many lines of business as 
well. The news distributing and _photo- 
graph agencies, and advertising agencies, 
are big users, and air express seems made 
to order for fashion shops and those whose 
business depends upon style creation and 
the sale of up-to-the-minute dress goods. 
Moreover, manufacturers in some lines are 
using it for quick shipments of machine 
parts, and for emergency orders to meet 
competition in distant sections of the coun- 
try. And with the reduction of rates, the 
uses have become more varied and con- 
sistent. 

Air passenger trafic has increased ma- 
terially as travelers have become more will- 
ing to use this form of transportation. 
The reductions in rates, of course, have 
helped in no small measure during the past 
five years to attract passengers. The dis- 
tance factor, of course, plays its part and 
no less important are the safety factors. 
Passenger fatalities are now relatively few 
—one fatality to every 4,614,176 miles 
flown in 1931, and in 1932 only one to 
every 5,862,103 miles flown. 
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BANKERS 1933 


“Go On—Make Me An Offer!” 


AMERICAN ASSOCIATION JOURNAL, November 


Mr, Roosevelt's “ Brain Trust’ at odds are making Uncle Sam's head split 


CONVENTION 
CALENDAR (1933) 


State Associations 


Nov. 3-4 Arizona Bankers  Associa- 


tion, Phoenix. 
15-16 Nebraska Bankers 
tion. 


Nov. Associa- 


1934 Conventions 


Oklahoma Bankers Associa- 
tion, Tulsa. 


May 89 


15-16 Missouri Bankers Associa- 


tion. 


May 


June 18-20 Iowa Bankers Association. 


ADVERTISING 
... let us not make the mistake of think- 
ing that we can be assured of a well 
informed and friendly public merely by 
creating a special department to deal 
with this subject. A great many of our 
banks have recognized the problem to 
the extent of having an advertising man- 
ager or a service director or both. Some 
have developed a relatively complete 
and adequate program of public rela- 
tions. But . . . we need not only new 
machinery but a new spirit—Lewis 
Gawtry, president, The Bank for Sav- 
ings in the City of New York. 


“ Tavestia.”” Moscow 
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Opportunities In Banking 


changes mean that I should re- 
weigh the possibilities for fu- 
ture success in the banking business?” 

Every man and woman in banking 
with any ambition has asked of him- 
self or herself just such a question as 
this many times in recent months, and 
it is to help in formulating an answer 
that this is written. 

Banking at many previous times in 
American history has gone through up- 
heavals comparable to those from which 
it is now emerging. In 1837, when poli- 
tics had wrecked the existing banking 
structure; in 1862, prior to the passage 
of the National Bank Act, in the late 
70’s prior to the return to gold; in the 
early 90's when the radicals were blam- 
ing the banks for low prices and dis- 
appearing markets; in the days just 
prior to the passage of the Federal Re- 
serve Act; at all these times, the pessi- 
mists and those dubious about the fu- 
ture of banking and thousands of seri- 
ous minded employees in banks were in- 
fected by this type of thinking. 

Yet from all these periods of stress 
and public misunderstanding, banking 
has emerged stronger and more essen- 
tial to the nation than ever before, 


‘Dp ALL these drastic banking 
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Banking is confronted by unprecedented problems. Our 

fathers and grandfathers felt the same way about their prob- 

lems and found success in solving them. Without such prob- 
lems there can be no opportunity 


bringing to those who devoted them- 
selves intelligently to its progress, great- 
er opportunities and broader fields for 
service, perhaps, than they could have 
found in any other line of activity. 

Trace the records of any of the bank- 
ing leaders of the past half century, 
and the foundations for their success in 
many cases will be found to rest on 
events and developments of periods of 
depression. 

Banking, they tell us, is confronted 
by unprecedented problems. Our fathers 
and grandfathers felt the same way 
about their problems and found success 
in solving them. Without such problems 
there can be no opportunity. 

Look around you today—your bank 
is filled with opportunity. What about 
the matter of costs? How about the 
“public relations” problem? How well 
do you know the problems of your 
bank’s best customers and how much 
can you do to help in working them 
out? How much potential business is 


getting away from you because you 
have overlooked ways and means of 
landing it? 

Or take the biggest single national 
problem today—the problem of capital 
loans. Some entirely new method of ap- 
proach to this problem is obviously 
necessary. Its solution affects the whole 
future of banking and the men who help 
in shaping this solution are the men who 
will be the banking leaders of the next 
decade or two. 

The cooperative possibilities of bank- 7 
ing are as yet unfathomed, but in the © 
development of these opportunities 
there lies a vast field for creative service, 
in respect to local loans, enhancement a 
of revenues and even perhaps the 
spread of risks. 

Banking today is at the cross-roads, ~ 
but at what time in past history has it 4 
not been at the cross-roads, ready to 
undertake new and greater tasks and 
prepared to offer new and better oppor- 
tunities to those who lead the way? 
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